BANKING CONTACTS in WISCONSIN 


Three-fourths of the banks in Wisconsin are First 
Wisconsin depositors. These contacts are an im- 
portant factor contributing to our knowledge of 
Wisconsin conditions, trends and markets. These 
contacts establish the First Wisconsin as your 


logical point of contact with the Wisconsin area. 


FIRST WISCONSIN NATIONAL BANK 


OF MILWAUKEE e Capital and surplus 16 million dollars 


Unit of Wisconsin Bankshares Group 
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TWO DELIGHTFUL WAYS 


Get the most out of your trip to and from 


to a highly important 


the A. B. A. Convention by traveling one 


OT in many years have American 

bankers so seriously considered the 
necessity of attending the A. B. A. Con- 
vention. Momentous problems to be 
discussed, important opinions and views 
to be aired, a concerted effort by the en- 
tire banking structure for the next year 
a vital need. 

But, in times like these, it is even 
more than ever essential that the trip to 
and from the convention be in the 
nature of rest and recreation. And it is 
as such that the two Panama Pacific Line 
tours are offered, specially arranged for 
your convenience and enjoyment. 

A delightful 25-day round trip takes 
you out by the Panama Pacific Liner 
Pennsylvania, from New York Septem- 
ber 17 and return over the Santa Fe rail- 
road. Here’s a trip that is as short as 
many, yet it gives you 8,500 miles of de- 
lightful, restful and varied travel. 

If you can spare a little more time, 


TOUR A—25 days TOUR B—31 days 
$590 and up 
Sept. 23 Leave New York by rail 


Sept. 24 Leave Chicago 
En route visit Colorado Springs, 


$495 and up 


Sept. 17 Sail via 

S. S. Pennsylvania 

Call at Havana 

transit Canal 

Call at Balboa 

Arrive San Diego 

San Diego to 

Los Angeles by train 
Convention— Oct 3 to 6 
Oct 7 Leave Los Angeles 
by rail 

Visit Riverside 

Grand Canyon 
Albuquerque 


Lamy, Albuquerque, 
Merced, Yosemite. 
Visit Santa Barbara 


Convention. 
Visit San Diego, 


Tia Juana. 
‘Oct. 10 sail from 


way by water and one way by rail. 


Grand Canyon, San Bernardino, 
Sept. 30 Arrive San Francisco 


Oct. 3 to 6 Los Angeles for 
Coronado Beach, Agua Caliente, 


Los Angeles on S. S. Pennsylvania 


there’s a 31-day tour leaving New York 
by rail on September 23 and returning 
by the S. S. Pennsylvania from Los 
Angeles harbor October 10. This is an 
exceptionally inclusive trip of absorb- 
ing interest. 

On the great turbo-electric liner 
Pennsylvania you will find every com- 
fort, every convenience and facility of 
the most modern ocean travel. Palatial 
suites, many rooms with bath, all rooms 
are outside, an interesting shipboard life 
and food which has made the Panama 
Pacific Line famous. Both westbound 
and eastbound the ship calls at Havana 
with ample time for a delightful visit. 
The transit of the Panama Canal is an 
unforgettable thrill, while the visit at 
Balboa, in the Canal Zone, is replete 
with interest. 

Don’t make your plans for going 
to the Convention until you have all 
the facts about the Panama Pacific Line 
trips. We are confident 
they will appeal to you 
not only from the point 
of interest but also that 
of economy. 


No. 1 Broadway : 


Panama Pacific Line 


meeting 


Outdoor Swimming Pools 

For your convenience we include a 
coupon which will bring you full par- 
ticulars. Won’t you ask your secretary to 
mail it to us? 


PANAMA PACIFIC LINE 


INTERNATIONAL MERCANTILE MARINE COMPANY 


New York City 


No. 1 B’way, New York City Name. 


(Indian Detour, etc.) 
Oct. 11 Arrive Chicago 
Oct. 12 Arrive New York 


Visit Balboa, 
Transit Canal, Visit Havana 


Oct. 24 Arrive New York 
full information regarding your Street 


water and rail tours to the 
58thannualA.B.A.Convention. City 


Rates cover all expenses except hotel 


Gentlemen: Please send me | 

accommodations at Los Angeles | 
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From now until the end of the 
summer, vacationists, motorists 
and most tourists will be travel- 
ing to Canada, New England and 
the National Parks. To give an 
idea of the large sums of money 
spent by these travelers, we have 
listed in the center of this page 
the amounts which were spent by 
them last year. Combined, these 
statistics represent a staggering 
sum. A likesum, itisreasonably ex- 
pected, will be spent this summer. 


At this very time domestic 
travel is at its height. Tourists, 
preparing to leave on their vaca- 
tions with large sums in their 
possession, represent a wonderful 
market for banks. Not, of course, 
for the sale of vacationequipment, 
transportation, or hotel accommo- 
dations, but the financial paper 
with which these things can best 
be bought—a financial paper that 
at the same time gives to the trav- 
eler a security and peace of mind 
that he could never enjoy with so 
much cash on his person. By this 
paper is meant American Express 
Travelers Cheques! 


At the time of withdrawal of 
any larger-than-usual amount, the 
bank teller by a courteous ques- 
tion and suggestion, can turn the 
withdrawal intoa profitable trans- 
action for the bank—a sale of 
Travelers Cheques. 


In this transaction the bank does 
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3,152,845 people 
visited the 
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more than make a profit. IT 
MAKES FRIENDS. 

It supplies its patrons with a 
form of money which is readily 
spendable— American Express 
Travelers Cheques are accepted 
everywhere. 

It protects these patrons 
against loss and theft of their 
funds, thus insuring carefree va- 
cations—American Express 
Travelers Cheques are insured 
against loss and theft. Should such 
incidents occur, refunds are made. 

It supplies them with a ready 
means of identification where 
they need it most, on their trav- 
els—Through the American Ex- 
press Travelers Cheques double 
signature method. 

It procures for its patrons the 
services of a world-wide travel 
and financial organization—Users 
of American Express Travelers 
Cheques are entitled to the services 
of the American Express Company. 

For years past the American 
Express has urged the prospective 
travelers of America to buy 
American Express Travelers 
Cheques at banks. There is a vast 
travel market this year awaiting 
only the timely sales effort on the 
part of the bank and itsemployees. 


Steamship tickets, hotel reservations, itin- 
eraries, cruises and tours planned and 
booked to any part of the world by the 
American Express Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


TRAVELERS CHEQUES 
AND 
TRAVEL SERVICE 


THE 
EVER- 
CHANG 
“ING 
ARKE 
FOR: 
RAVELERS 
CHEQUES 
2500,000,000 
in NEW ENGLAND 
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You may know the rules— 


but today’s bond market isn’t following them! 


Today’s bond market isn’t running true to form. Its movements are 
unprecedented. It is fluctuating with an utter disregard for the 
principles that are supposed to govern bond values. Even the time- 
tested relationship between commodity and bond prices has failed 
to hold true. Knowledge of what has happened in the past can only 
serve as a background to judge what tomorrow will bring. 


This organization has had over thirty years of experience in judging 
bond values. But it isn’t relying solely on that experience today. It 
is looking more carefully than ever into the intrinsic worth of each 
issue held by its clients. It is painstakingly following the day-by-day 
developments in finances, politics, science, that have even the re- 
motest effects on investment values. Its foreign bureaus, its invest- 
ment analysts and advisors are constantly on their toes to sense the 
news before it becomes news—before it’s too late to save the client 
from losses or help him improve the quality of his holdings. 


The bank that expects one of its officers to manage its bond account 
single-handed is asking him to tackle a job that is keeping hundreds 
of men busy in this organization today. No matter how able and 
experienced your investment manager may be, it is physically im- 
possible for him unaided to guide your bond account with all the 
care and watchfulness that today’s conditions demand. 


Hundreds of banks, realizing this fact, have retained Moody’s 
Supervisory Service to help maintain income, prevent capital de- 
preciation and protect the 


MOO DYS INVESTORS SERVICE value of their bank accounts. 


JOHN MOODY, President They are finding this person- 


65 BROADWAY 
BRANCH OFFICES 


NEW YORK CITY _ alized advisory service of in- 
estimable value today. Your 


IN ALL PRINCIPAL CITIES 
bank will, too. 
Without obligation, and in confidence, we will send you informa- 
tion on Moody’s Supervisory Service in relation to your specific 
problem, if you will send your list of securities. Just address 
Moody’s Investors Service, 65 Broadway, New York City. 


Behind the 


ENEVER the _ financial 
markets are given a chance, 
they show in emphatic fashion 


where an important key to the riddle 
of the depression is to be found. That 
key more recently was reparations and 
war debts, and when from the political 
jockeying and financial maneuvering at 
Lausanne the hope arose that the 
reparations problem was at last being 
treated realistically and with finality, 
the foreign bond list was not slow or 
half-hearted in registering its approval. 
Among the German issues especially the 
rallying power proved to be the strong- 
est that has been seen since President 
Hoover aroused the markets to a great 
demonstration in June, 1931 with his 
proposal for a year’s holiday on inter- 
governmental debt payments. Other 
foreign bonds, too, found themselves in 
keen demand and in the space of a few 
days some prices were doubled. 

Settlement of reparations and debts 
within the capacity and inclination of 
the various debtors to pay would be a 
tremendous advantage to the foreign 
bond market. The position of obliga- 
tions already outstanding would be 
made more secure because of the avail- 
ability for service of foreign exchange 
which formerly was used to make repa- 
ration and debt payments. With the 
rating of bonds currently outstanding 
improved, the chances of undertaking 
the flotations of new capital that are 
required for the rehabilitation of 
Europe would be brighter. The fight, 
however, is not yet won. France found 
it politically inexpedient to settle with 
Germany once and for all before put- 
ting the American temper to a test on 
war debts. The outlook in this country 
for a just settlement is not encouraging. Nevertheless, evi- 
dence is accumulating that world markets earnestly de- 
sire a workable solution of the reparations and war debt 
problem, and before long legislators may realize that 
Treasury deficits are just as easily, and much more satis- 
factorily, dealt with by making it possible for business to 
improve, thereby increasing revenue, as by cutting down 
expenditures and raising taxes. 


=<. 


DOMESTIC BONDS 


HE activity and strength in the foreign bond list over- 
shadowed developments in the domestic department in 
recent weeks. Prices of domestic obligations flattened out 
after the swift rise following the theoretical balancing of 
the Federal budget and the formation of the American 
Securities Investing Corporation. Later, for want of a 


Bond News 


fresh stimulus, prices of domestic issues 
weakened slightly. Offerings of new 
issues have been in reduced volume, 
with sales still confined almost wholly 
to municipal obligations. The drying 
up in the amount of new financing of 
this character is not due so much to 
a diminution in the receptivity of the 
market as to the fact that many of the 
prime borrowers satisfied their require- 
ments in the modest offerings which be- 
gan after the $100,000,000 New York 
City issue in January. There had been 
hopes too that the market for public 
utility issues would open up, but the 
difficulties of some companies and the 
passing of the preferred dividends of 
other important units in the industry 
have acted as deterrents. 

Among the more important develop- 
ments in the foreign bond field has been 
the appointment by Montagu Norman, 
governor of the Bank of England, of 
an imposing committee of experts to 
protect the interests of British holders 
of loans sponsored by the League of 
Nations. The formation of this com- 
mittee came at a time of increased 
financial tension in Austria and Hun- 
gary, two of the principal League bor- 
rowers. Austria has suggested rather 
broadly that she is reduced to the 
extremity of calling on the guarantors 
of her 1923 loan to take care of the 
service hereafter. This is not a matter 
of immediate consequence, because six 
months’ service on the loan is already 
in the hands of trustees. Hungary ex- 
empted service on the League loan from 
the transfer moratorium she declared 
last December, but indication has now 
been given that this favoritism can no 
longer be shown and that the default 
on external debt must be made complete. 


GALLOWAY 


THE ATTITUDE ABROAD 


HERE is a strong impression, shared here as well as 

in London, that Greece, Bulgaria and Hungary have 
not done quite all they could to keep intact their credit 
records. Yet Britain must surely realize that she is in 
part responsible for creating an atmosphere in which 
defaults are not regarded as calamitous by debtors. While 
Britain of course has not defaulted on any of her obliga- 
tions in the hands of the public, nevertheless she has de- 
faulted as much as 30 per cent on private obligations 
by forsaking the gold standard. 

Recent events, of course, have put the British position 
in a slightly different light. For example, on July 11, at 
Basle, the board of directors (CONTINUED ON PAGE 73) 
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AMERICAN BANKERS ASSOCIATION 


SEEING YO 


At the 58th Convention 


E WANT to deny at the outset a 
W rumor. Unprincipled 
persons (probably foreign spies) are 
whispering that we put A&P stores in 
Los Angeles recently because the 58th 
annual convention of the American Bank- 
ers Association meets there this year. 

While this story is utterly false, it is 
a fact that some very nice A &P stores 
have grown up in Los Angeles since the 
A.B. A. convened there in 1926. 

We wish you'd take a look at them. 
We don’t want to sell you a souvenir 
package of prunes. But we'd like to 
have you see how our stores adapt 


themselves to the needs of each com- 
munity they serve. 

You'll find them California born and 
bred. They haven't retained even the 
accent of their ancestors in the East. 
In fact, they’d be too unhappy to sell 
groceries if they were removed from 
their native sunshine. 


We have grown from one store in 
one community to many stores in many 
communities largely because of our de- 
sire and ability to meet the decidedly 
different food demands of the people in 
different communities in different parts 
of the country. 


The Great ATLANTIC and PACIFIC 


JOURNAL, August 193) 


TEA COMPANY 


We'll be NN 
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HESITANT BENEDICTION 

ASILY the outstanding world de- 
kK velopment during the month 

June 15-July 15 was the termina- 
tion of the reparations negotiations at 
Lausanne in a conditional agreement 
providing for a final settlement of this 
question in the event that the United 
States would show commensurate 
leniency on the war debts. Under the 
new treaty, agreed upon on July 8 and 
signed by Germany and her creditors 
the following day, the Reich undertakes 
to deliver to the Bank for International 
Settlements 5 per cent redeemable bonds 
to the amount of 3,000,000,000 marks 
($714,000,000). These bonds are not 
to be negotiated for at least three years; 
and if they are not negotiated within 
15 years they will be cancelled. If they 
are negotiated they will be issued at a 
rate not below 90 per cent. In reality, 
therefore, this final payment amounts 
to but 2,700,000,000 marks, or about 
35 per cent more than the single annu- 
ity suspended by the terms of the 
Hoover moratorium. 

The solution of the international debt 
problem now rests largely with this 
country; for, under the terms of the 
Lausanne treaty its effectuation depends 
upon a modification of our numerous 
debt funding agreements with the Allied 
nations. If this country does not make 
substantial concessions to its debtors at 
the expiration of the Hoover morator- 
ium the status prevailing before the 
Lausanne meeting will automatically be 
restored. 

The question of our attitude toward 
the Allied debts is one that must wait 
upon events. The State Department im- 
mediately announced that the Adminis- 
tration’s position was unchanged from 
that set forth at the time of the morator- 
ium, June 20, 1931. At that time the 


President said he did not approve “in 
any remote sense of cancellation of 
debts”, but added that they should be 
determined upon the basis of capacity 
to pay. This has been generally con- 
strued as meaning that, subject to the 
consent of Congress, the President 
would be prepared to consider re-ex- 
amination of the debt funding agree- 
ments in the light of the continued ad- 
verse financial conditions of the last 
year. 

More doubt surrounds the question 
of the attitude of a Democratic Ad- 
ministration should that party be re- 
turned victor at the polls in November. 
However, informed opinion is that a 


graceful and realistic way of meeting | 
the issue of European default will be | 


found when the time comes, regardless 
of the character of the Administration. 


AT WASHINGTON 


DEFEAT of the Patman soldiers’ 
bonus bill, passage of a somewhat 
mutilated Economy measure, and en- 
actment of a compromise Relief bill 
feature the month’s legislative efforts. 
The Patman Bill, calling for the 
emission of more than $2,000,000,000 
in currency, after having been passed 
by the Lower House, was decisively de- 
feated in the Senate on June 17, by a 
vote of 62 to 18. No situation resembling 
that which surrounded the voting on 
this measure had been witnessed, in 
the opinion of competent critics, since 
the Continental soldiers besieged Con- 
gress for their overdue pay at the end of 
the Revolutionary War. The “Bonus 
Expeditionary Force’—the most im- 
pressive lobby ever to invade the Capi- 
tal—began to break camp following the 
defeat of the measure, but many of the 
veterans refused to quit Washington, 
with the result that mid-summer found 


MORE 

THAN 

$500,000,000 
RESOURCES 


ECURITY - FiIRsT 
NATIONAL BANK 
OF LOS ANGELES 


Fully equipped to do every kind 
of banking and trust business 
with branches in 61 communi- 
ties, extending from Fresno and 
San Luis Obispo to Imperial 
Valley. 


When a banker has valued customers 
leaving for Southern California, he 
will do them a favor by giving them 
letters of introduction to Security- 
First National Bank. 


Your Bank 


and the Companies 


in which you are 


interested should 
know of the new 


TRADE ACCEPTANCE 
Safety-Shipment 


FORMS 


They give definite proof 
of shipment of mate- 
rials, and payment can- 
not be stopped if the 
money is in the bank. 


Write for full details 


SAFETY SHIPMENT CORPORATION 
HARVEY PAGE, GENERAL MANAGER 
NEW YORK CENTRAL BUILDING 
230 PARK AVENUE NEW YORK CITY 
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Telephone pioneering 


goes on 


Workers in the Bell System are still 
pioneers. They keep alive the spirit and 
tradition of the earliest developers of 
telephony. They are constantly seeking 
better materials and better uses for them. 

In the laboratory and in service devel- 
opment, telephone men are exploring 
new fields of usefulness. They are dis- 
covering new ways to give the telephone 
science wider application to modern busi- 
ness and social life, new and more 
diversified sources of revenue. 

This persistence in pioneering has 
played no small part in improving the 
quality of voice transmission and in rais- 
ing the efficiency of service. Thus it 
has helped to give the public what is 
demanded in a day of close buying— 
greater value. 

May we send you a copy of our booklet, 


Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Jvc. 


195 Broadway, New York City 
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'the bulk of the “army” still quartered 
there, determined to “stick it out until 
a bonus measure is passed.” 

The Economy bill which was origin- 
ally designed to effect savings in Gov- 
ernment expense of $250,000,000 ob- 

| tained the President’s signature on June 

| 30 with $150,000,000 of its program in- 

‘tact. The principal item in the measure 
is the adoption of the compulsory 30- 
day furlough without pay for Govern- 
ment employees, advocated by the 
President and estimated to save $100,- 

000,000. 

On June 21 the Senate authorized the 

_Committee on Banking and Currency 

| to continue its investigation of the stock 

market until the end of the present 

Congress, March 4, 1933, voting an ad- 

ditional $50,000 for the purpose. The 

' House Rules Committee began hear- 

|ings July 9 on a resolution introduced 
by Congressman McFadden urging an 
investigation of the Treasury Depart- 
ment, with particular reference to the 
tax refunds allowed between 1922 and 
1932, amounting to $3,730,000,000. The 
committee decided against such an in- 
quiry at this session because of the pos- 
sibility of disturbing public confidence 
unnecessarily. 

The Relief bill had as stormy a career 

|as any piece of legislation enacted at 
the last session. It was originally passed 
by both houses with a definite veto 


.| ahead. Its formulation gave rise to a 


bitter conflict between Congress and 
the Administration, in which Mr. 
Hoover and Mr. Garner were the central 
figures, the former opposing what he 
termed the Speaker’s pork-barrel rec- 
ommendations. After the veto, the 
measure was redrafted by Congress 
along lines known to be generally ap- 
proved by Mr. Hoover. The second 
draft was finally completed on July 16 
as the final act before adjournment, and 
was again sent to the President. The 
major features may be summarized as 
follows: 

First, a provision of $300,000,000 
for temporary loans by the Reconstruc- 
‘tion Finance Corporation to states 
which find themselves totally incapable 
of coping with distress within their 
borders. “These loans are to be based 
|upon absolute need and evidence of 
financial exhaustion,” stated the Pres- 
ident. “I do not expect any state to 
| resort to it except as a last extremity.” 

Second, the provision of $1,500,000,- 
000 to be loaned by the Corporation for 
reproductive public construction work. 
The President expressed the belief that 
this feature would “find employment 
| for hundreds of thousands of people 
| without drain on the taxpayer.” 
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Third, the broadening of the Corpor- 
ation’s powers to make agricultural 


loans. 


“While there are some secondary fea- 
tures of the bill to which I have ob- 
jection, they are not so great as to 
warrant refusal to approve the measure 
in the face of the great service that the 
major provisions will be to the nation. 


It is a strong step toward recovery.” | 

The president requested a report by | 
the Comptroller of the Currency on the | 
Glass-Borah amendment to the home | 
loan bank bill, the amendment provid- | 
ing for a moderate form of currency | 


expansion. The Treasury had objected 
that the proposed issue of national bank 
notes, possibly to the amount of $995,- 


000,000, was not in accordance with the | 


policy of the Federal Reserve Act. 

Congress adjourned, sine die, just be- 
fore midnight on July 16, and the 
members put legislative discords be- 
hind them to face the greater discords 
of the coming political campaign. 


GOVERNMENT FINANCE, 
RECONSTRUCTION 


FINAL figures of the Treasury for the | 


fiscal year 1932 show a deficit of $2,- 
885,000,000. Receipts were $1,196,000,- 


000 below those of 1931 and expendi- | 


tures were $786,000,000 higher, totaling 
$5,006,000,000. The deficit shows an 
increase of $762,000,000 over the esti- 
mate contained in the annual report of 


the Secretary of the Treasury last De- | 


cember. Interest-bearing debt as of 
June 30, 1932, was $19,161,273,540, of 
which $6,161,000,000 represented short- 
term debt—notes, certificates of indebt- 
edness, and bills. 

On July 10 President Hoover recom- 


mended the partial reorganization of | 


the Reconstruction Finance Corpora- 
tion, eliminating Eugene Meyer, chair- 
man of the Federal Reserve Board, and 


Paul Bestor, Farm Loan Commissioner, | 


and increasing the membership from 
seven to eight. 


WORLD AFFAIRS 


THE Geneva arms conference, after | 


dragging through five months of inac- 


tion, was sharply stimulated on June | 


22 when President Hoover offered a 
sweeping proposal for an all-round 
arms reduction amounting, in effect, to 
one-third the present strength of the 
armies, navies, and air forces of the 
world’s nations. Herriot and the French 
cabinet definitely rejected the proposal, 
Offering their own thesis of security 
pacts in its stead. On July 7, the British 
Government, through Stanley Baldwin, 
speaking in (CONTINUED ON PAGE 60) 


Mr. Hoover qualified his original | 
promise of approval with the statement, | 


A branch office in LONG BEACH — Population, 142,032 


One of the 410 offices through 
which this banking organization renders statewide corre- 
spondent service. —-— Head offices are in the two Federal 


Reserve cities in California: Los Angeles and San Francisco 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America, a California State Bank, are identical in ownership and management 
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Prvised UNIT TRUST 
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Companies and industries represented in the NORTH AMERICAN TRUST 
SHARES portfolio are continually being subjected to the acid tests of 


ORTH AMERICAN TRUST SHARES 
[pee and 1956, are Supervised 
Unit Type Trusts. Like the older-style 
“fixed” trust, they provide the investor 
with an interest in a diversified group 
of high grade common stocks bought 
at day-to-day price levels and deposited 
in trust with a great bank acting as trus- 
tee. No substitutions are permitted so 
that the shareholder always knows in 
what securities his money is invested. 

As a safeguard to the investment, 
however, stocks may be eliminated—for 
long term investment reasons—and the 
proceeds included in the next coupon 
distribution to the investor. 

A Research Department under the 
direction of a well-known economist is 


long-term investment value. 


continually engaged in private discus- 
sion with company executives, in an- 
alysing industrial trends, in studying 
statistical barometers, in comparing com- 
pany policies and markets. If it should 
ever appear that an elimination is advis- 
able, judgment is substituted for fixed 
mechanical action. 

It is this sustained and intelligent 
supervision which distinguishes the 
Supervised Unit Trust. The NORTH 
AMERICAN TRUST SHARES portfolio is 
continually being subjected to the acid 
test of long term investment value. 

Other features of the Supervised Unit 
Trust, as exemplified by NORTH AMER- 
ICAN TRUST SHARES 1955 and 1956, are 


concisely set forth in a booklet we have’ 


prepared for bank executives. This 
booklet, entitled ‘Building a Portfolio”’, 
will be sent to you free upon request. 


DISTRIBUTORS GROUP, INCORPORATED 


Owned by a Nationwid 


e Group of Inve nt Houses 


63 WALL STREET, NEW YORK 


CHICAGO BOSTON PITTSBURGH 


PHILADELPHIA 


LOS ANGELES NEW ORLEANS 


August 1932 


Deposited Stocks in Each Unit of 100,000 


NORTH AMERICAN TRUST 
SHARES 1955 


Maximum Cumulation Type 


E. I. duPont de Nemours & Company...... 
Eastman Kodak Company 

The Procter & Gamble Company... 

Union Carbide & Carbon Corporation. 

General Electric Company 
Westinghouse Electric & Mfg. wed Nie 
United States Steel Corporation pais 
The Borden Company 

Corn Products Refining Company... 

General Foods Corporation 

National Biscuit Company 

Standard Brands Incorporated 

Drug Incorporated 

Sears, Roebuck & Compa 

F. W. Woolworth Company.. 

American Can Company pia 
American Rad. & Stand. Sanitary Corp............. 
Otis Elevator Company mm 
International Harvester Company. 

The American Tobacco Company 

R. J. Reynolds Tobacco Company “ 

General Motors Corporation............ 

Standard Oil Company (New Jersey) 
ayy Topeka & Santa Fe Ry. Co. ieee 
The New York Central Railroad Company... 
The Pennsylvania Railroad Company............ 
Union Pacific Railroad Company... 

American Telephone & Telegraph Company...... 
Columbia Gas & Electric Corporation 
Consolidated Gas Company of New York............ 
The North American Company... eenbagensl 
Pacific Gas & Electric Company 

Public Service Corporation of New Jersey... 

The United Gas Improvement Company... 


As of October 17, 1931, the date of execution of 
the Trust Agreement, a stock unit consisted of 
the shares listed above. @ The deposited stocks 
in each unit of 4,000 NoRTH AMERICAN TRUST 
sHares, 1956 (Maximum Distribution Type) con- 
sisted on October 17, 1931, of 1/25th of the num- 
ber of shares of the common stocks listed above. 
The offering price of NORTH 
AMERICAN TRUST SHARES 
based upon and varies with the 
actual New York Stock Ex- 
change 100-share lot transac- 
tion prices of the underlying 
stocks during market hours. 
(Full details of method of cal- 
culatin g 0 ffering price are con- 


tained inthe Offering Circular.) 
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Obsolescence Insurance protects your building against Time and Wear and Tear 


NOBODY would mind seeing these three rogues out of work, for they 
mean no good. They are determined to mar the inner workings of your 
building and hamper its earning power. Counteract the work of the 
destructive three with Obsolescence Insurance! 

You will have to sell Obsolescence Insurance to yourself, for no 
insurance salesman is going to come around and do it for you. In 
other words, Obsolescence Insurance is a fund you create by setting 
aside a small monthly sum from the income of your building. You 
then have your building inspected regularly and use this fund to renew 
its fixtures and finishes and operating units, all these things which 
quickly show traces of Time and Wear and Tear. 

You will find that the elevators are a most important item in insuring 
against obsolescence. For they are always in use and always in full 
view. Otis Elevator Company has anticipated your elevator needs and 
created two services which together keep elevators always modern and 
always in perfect working condition: (1) The Otis Modernization Plan, 
which calls for the complete overhauling of elevators and moderniza- 
tion to present-day standards; (2) The Otis Maintenance Service, which 
provides for regular, careful, competent elevator inspection and repair 
by Otis men. 

Otis offers a special Modernization Survey including a report as to 
needed elevator modernization and economical maintenance. This ser- 
vice is free and in no way obligates you. Just call your Otis office. 


Otis Elevator Company . . . offices in all principal cities. 


“08; 
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CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 
Statement of Condition, June 30, 1932 


RESOURCES 

Cash and Due from Banks . $144,383,598.21 
United States Government Securities  83,691,446.23 
Other Bonds and Securities, . 73,844,185.91 
Loans: Demand , . . . $171,620,869.04 

Time . . 264,453,244.28  436,074,113.32 
Stock in Federal Reserve Bank . 4,200,000.00 
Customers’ Liability under Letters of Credit, . 19,578,988.79 
Customers’ Liability on Acceptances . . 23,618,597.48 
Other Banks’ Liability on Bills Purchased . 5,937,798.14 
Interest Accrued but Not Collected : . 2,276,475.16 
Bank Building . . 15,000,000.00 


$808,605,203.24 


LIABILITIES 

Capital . $ 75,000,000.00 
Surplus. . 65,000,000.00 
Reserve for Contingencies 5,500,000.00 
Reserve for Dividend Payable July 1 ss =< 2,250,000.00 
Reserve for Taxes and Interest 9,555,231.44 
Deposits: Demand $399,301,129.20 

Time, 199,707,491.84  599,008,621.04 
Letters of Credit . .  20,195,155.29 
Other Banks’ Bills and Sold . .  +5,937,798.14 
Discount Collected but Not Earned ; . . 481,513.36 


$808,605,203.24 


The capital stock of the Continental Illinois Company, held in trust for the stockholders of the 
Continental Illinois Bank and Trust Company, is not included in the above figures 
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Branch Banking: A Reply 


By 


N presenting the argument of the 
| bankers who are opposing the 

branch banking section of the Glass 
banking reform bill now before the 
Senate of the United States, Mr. Felix 
M. McWhirter of Indianapolis, Presi- 
dent of the State Bank Division, 
American Bankers Association inthe July 
JOURNAL has resorted to the familiar 
plan of setting up a gigantic straw-man 
with horns and hoofs and of most ter- 
rifying appearance and then proceeding 
to demolish it. 

The branch banking propositions 
that he demolishes bear not the faint- 
est resemblance to the propositions 
embodied in Sec. 19 of Senator Glass’ 
banking reform bill. He admits that 
few people objected to the growth of 
branch banking under healthy condi- 
tions under “earlier law.” “But now,” 
he declares, “it is proposed to compel 
reorganization of our banking structure 
along branch lines by a process of 
coercion and political preference,” and 
he adds that “this change of front stirs 
into fresh conflict powerful forces which 
wisely had been subdued for half a 
century, almost forgotten amid un- 
exampled national progress.” And all 
because from Sec. 19 of the Glass bill 
was “intentionally omitted any pro- 
vision preserving equality of oppor- 
tunity as between national and state 
banking institutions.” Mr. McWhirter 
fails to buttress these terrific indict- 
ments by any quotation from the Glass 
bill or from Senator Glass’ speech pre- 
senting the bill to the Senate or from 
any part of the debate. 

The fact is that there is nothing what- 


EDMUND PLATT 


In the July issue of the JouRNAL, Felix 
MeWhirter, President of the State Bank 
Division, American Bankers Associa- 
tion and president of the People’s State 
Bank, Indianapolis, contributed an ar- 
ticle, “The Unit Bank Accepts the Chal- 
lenge”’. In it, he expressed the view of 
those who oppose branch banking in 
principle and practice. 

In the current issue Edmund Platt, 
former vice-governor of the Federal Re- 
serve Board and now vice-president of 
the Marine Midland Corporation of Buf- 
falo, and Thomas R. Preston, a former 
President of the American Bankers As- 
sociation, and president of the Hamilton 
National Bank, Chattanooga, present ar- 
guments on the side favorable to branch 
banks. 

In publishing these various views on 
branches, the JOURNAL without preju- 
dice undertakes to serve banking as a 
source of dependable facts and opinions. 


ever in the Glass bill which suggests 
“a process of coercion and _ political 
preference” or the removal of “equality 
of opportunity as between national and 
state banking institutions.” Nine states 
already give state banks authority for 
state-wide branch banking and some of 
them for going outside of state lines. 
Several state banks in fact have 
branches abroad today, and a number 
of state legislatures have had before 
them during the past winter branch 
banking bills, against which there was 
not very much opposition but which 
were postponed to see what the Federal 
Government was going to do—an 
“After You Alphonse” attitude which 
robs Mr. McWhirter’s argument of a 
good deal of its effectiveness and causes 
a perceptible shrinkage in the size of 
his straw ogre. 

He declares, however, that there would 
be “no check-rein upon branch bank 
expansion into territory already ade- 
quately served, no limitation to pre- 
vent branch banks from springing up 
on every corner like filling stations.” 
This is wholly imagination and com- 
pletely divorced from the provisions of 
Sec. 19 as amended by the Vandenberg 
amendment which has already been 
accepted by the committee. No branches 
can be obtained where banks already 
exist except by consolidation with 
existing institutions. Certainly this does 
not authorize branch banks to “spring 
up on every corner like filling stations,” 
and there is a further very heavy 
“check-rein upon branch bank expan- 
sion into territory already adequately 
served” which Mr. McWhirter kindly 
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mentions but brushes aside as of no 
consequence. 

The Federal Reserve Board, under 
Sec. 19, must approve the establish- 
ment of branches and inasmuch as the 
establishment of branches under the 
Vandenberg amendment involves the 
consolidation of national banks or na- 
tional banks with state banks the con- 
sent of the Comptroller of the Currency 
would also have to be obtained. Now, 
the Federal Reserve Board has never 
given any indication of desiring new 
banks or branches in “territory already 
adequately served.” 


THE RECORD SHOWS— 


READERS of the JOURNAL will recall 
that prior to the passage of the Mc- 
Fadden Act in February, 1927, the 
Federal Reserve Board required all 
member state banks in branch banking 
states to secure the approval of the 
Board before they established any new 
branches. It is possible, therefore, to 
refer to the record on this matter, and 
the record will show that the Board 
turned down a good many applications 
and was particularly careful to ascer- 
tain that the bank asking for branches 
was sound and well managed. The 
Board in fact had developed a set of 
regulations which cannot be quoted 
here for lack of space but which cer- 
tainly served admirably to prevent the 
abuses which Mr. McWhirter’s imagi- 
nation has conjured up. There is no 
reason to suppose that entrusted again 
with similar duties, this time with rela- 
tion to national banks as well as state 
member banks, the Board would sud- 
denly change its character and throw 
all prudence to the winds. Speaking of 
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these regulations I may perhaps refer 
to the fact that the Federal Reserve 
Board always required a favorable re- 
port from the Federal Reserve Agent 
of the district and very often this was 
buttressed by a resolution from the 
board of directors of the local Federal 
Reserve bank. It is pertinent also to 
mention the fact that the Comptroller 
of the Currency for at least the past ten 
years has been referring all applications 
for new national bank charters to the 
Federal Reserve Agents for report, and 
the record will show that the Agents 
have been turning down more bank 
charters than they approved. Mr. Mc- 
Whirter may rest assured that there 
is not even the very slightest possibility 
under this system of check-rein on 
branch bank expansion that the “‘fair- 
haired boys”’ will receive any encourage- 
ment at all to “shoot the works.”’ He 
may also be assured that there will be 
no discrimination against well managed 
country banks and no effort whatever 
to torce them into branch bank systems. 


AND AS FOR THE FUTURE— 


THE Federal Reserve Board, if its past 
record is any indication at all, will be 
pretty certain to lean over backwards 
in favor of preserving the independence 
of every well managed country bank 
and against permitting any unwarranted 
or unfair competition from branch 
banks. 

It is, of course, true that too many 
banks have been chartered both by 
national and state authorities. Com- 
petition has been encouraged in small 
neighborhoods where there was no room 
for more than one bank with disastrous 
results, but most of these unnecessary 


There are many strong and well managed country banks, some of 
them located in territory where there is such a diversification of in- 


dustries that they are under no temptation to concentrate their loans 


too much in one industry and others so well managed that even 
though located in one crop or one industry territory they have been 


able to resist the temptation to put all their eggs in one basket. Such 


banks have nothing to fear from branch banking. If they don’t want 
to consolidate with other banks they will certainly not be forced to 


do so. Consolidation, however, has saved many banks from failure 


in California and has given that state an excellent record. It could 


have saved many banks in other states if it had not been for the un- 


fortunate and antiquated restrictions of our law, restrictions which 


do not prevail in any other great commercial country. When Section 


19 of the Glass Bill becomes law there is every reason to believe that 


through consolidations we shall build up larger, better managed 


country banks and shall put a stop to bank failures.—The Author 


charters date back more than ten years 
and I think none of them can be 
charged against the present Comptrol. 
ler. The fact that we have had to 
many banks and that we still have too 
many banks does not, however, imply 
that there are too many banking offices 
in the United States. Many whole coun- 
ties in the West are now without bank. 
ing service and owing to recent develop. 
ments a good deal of the outlying area 
of the city of Chicago is without bank. 
ing service—a city which until recently 
was the headquarters of the opposition 
to branch banking. The logic of events 
has forced a change of mind in Chicago 
and apparently also in the state of 
Illinois. 

Canada has about twice as many 
banking offices per capita as we have 
in the United States and it seems evi- 
dent that with branch banking more 
general throughout the states of the 
Union, serving places, some of which 
never have had convenient banking 
service, we could employ a good many 
more men in banking to good advan- 
tage, probably as many as 25,000 or 
30,000 more judging from the experi- 
ence of other countries. 


“THEIR COSTLY EFFECTS?” 


Mr. McWHIRTER brings out a_ few 
good arguments against extension of 
branch banking which deserve an 
answer. He says, “it makes large-scale 
mistakes out of isolated small mistakes 
and spreads their costly effects through 
whole regions.”’ There is something in 
this argument. With the present unit 
banking system the many failures of 
small banks disturb the large banks but 
usually in a minor degree. Farmers and 
small country merchants are as a rule 
the chief losers from our bank failures. 

Mr. McWhirter has elsewhere in his 
article alleged a certain amount of con- 
cern over these small town people but 
in this particular argument he does not 
seem to do so. The question I want to 
ask is: granting that the failure of a 
bank with a considerable number of 
branches extends disaster over a large 
territory and is a more wide-spread 
disaster than if the branches had been 
left as independent banks to fail by 
themselves without affecting seriously 
any large central institution, isn’t our 
present unit banking system with cor- 
respondent relationships open to ex- 
actly the same objection? 

The efforts of the old War Finance 
Corporation, back in the early 1920's, 
to save certain “key banks” in the west 
are well known. Why were they re- 
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garded as “key banks?” Because if they 
failed they would drag down with them 
all or nearly all the banks whose cor- 
respondent accounts they held. In 1931 
bank failures for the first time in many 
years became a rather serious matter 
in some of the eastern states, particu- 
larly in Pennsylvania which ranked 
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third among the 48 states in number 
of bank suspensions. Pennsylvania is 
a state of unusual diversification of in- 
dustry if we except the coal mining 
sections, and the failures of 1931 were 
not due to the weakness of the country 
banks which were generally well man- 
aged and (CONTINUED ON PAGE 62) 


As a Southern Banker 


Views the Situation 


Upon reading Mr. MeWhirter’s article 
“The Unit Bank Accepts the Challenge” 
in the July number, Mr. Thomas R. 
Preston also addressed his comments 
to the JOURNAL on the branch bank- 
ing issues. Mr. Preston is a_ former 
President of the American Bankers As- 
sociation and is president of the Hamil- 
ton National Bank of Chattanooga, Ten- 
nessee. The complete text of his letter 
follows: 


HE branch banking feature of the 

Glass Bill has provoked a great deal 
of discussion, and apparently some 
misunderstanding. This section of the 
bill provides for state-wide branch 
banking, and, under certain conditions, 
branch banks across state lines in con- 
tiguous territory. An amendment also 
provides that no bank can have a 
branch without absorbing an existing 
bank. This seems to have in a large 
measure overcome the objections from 
unit bankers. No one wants to destroy 
the unit bank. It has been a powerful 
factor in the upbuilding of this country. 
But we must all recognize that condi- 
tions have changed—due primarily to 
two things, transportation and methods 
of communication. 

So far as I have been able to observe, 
the major objections to branch bank- 
ing have been about as follows: 

First, that this bill will concentrate 
power in New York and other great 
cities. In my judgment it is impossible 
for this to be done. It will, however, 
have a tendency to build up centers 
throughout the country. 

We all recognize that there must be 
some fundamental changes in our bank- 
ing structure. If branch banking had 
been permitted in Illinois the great 
banks of Chicago would no doubt have 
absorbed into branches many of the 
outlying banks in Cook County, thus 
preventing wholesale failure and saving 
millions of dollars to depositors. This 
is true to some extent in many other 
localities. 

Second, the Glass Bill in the main, I 


THOMAS R. PRESTON 


understand, meets the approval of the 
President, the Secretary of the Trea- 
sury, Comptroller Pole, and the bank- 
ing committee of the Senate, which has 
given the matter exhaustive study. 

It has been claimed that branch bank- 
ing is harmful to the local community 
because it siphons money from small 
communities and concentrates it in 
larger ones. This is contrary to the 
facts. It has been proved over and over 
again in Canada and in other countries 
that instead of harming a local com- 
munity branch banking will benefit it, 
putting larger facilities at the disposal 
of those small communities (far be- 
yond what any unit bank could hope 
to have). It gives a diversification of 
loans and investments that is not pos- 
sible in a unit bank, and in many in- 
stances a large bank with branches has 
been known to lend more in some 
small communities than the entire re- 
sources of that particular branch. 

Canada has relatively many more 
banking points than the United States 
and an infinitely better record so far as 
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failures are concerned in recent years. 

Everyone capable of managing a 
bank knows that a community must 
grow, otherwise a bank will not, and 
to say that branches are not interested 
in small communities is simply to argue 
against the facts. 

Third, another objection to branch 
banking is that branch managers have 
little or no authority in making loans, 
and consequently local interests suffer. 
This is not true in practice. Many local 
bank managers are given complete lend- 
ing authority. In addition to this, the 
tiniest branch has the resources of the 
entire bank behind it, and this is not 
possible in any other system. 

Fourth, it has been contended that 
branch banking violates states’ rights. 
So far as I can see no states’ rights 
are involved in this question at all. The 
Federal Government certainly had the 
right to establish national banks orig- 
inally; then why can it not give these 
same national banks the privilege of 
branches? And if so, why could not the 
states follow Congress and give the 
same facilities to state banks, except 
possibly across state lines? Why should 
not the states follow Congress rather 
than ask Congress to follow the states? 
In this procedure what states’ rights 
are violated? 

It is a fact that every country in the 
world except the United States permits 
nationwide branch banking. Can all 
other countries be wrong and the United 
States alone right? 

Branch banking has of course grown 
enormously. There are ten times as 
many branches now as there were 15 
or 20 years ago. 


THE PUBLIC INTEREST 


THE thing that should control every- 
one in this matter is: what is best for 
the public interest? Senator Glass has 
stated over and over again that in his 
30 years’ experience as a member of 
the banking committees of the House 
and Senate he has never heard anyone 
object to branch banking except from 
personal interest. I daresay this is true 
of a decided majority of the people. In- 
stead of the public objecting to branches 
it welcomes them. My own opinion is 
that under the Glass Bill the unit 
banks and the branch banks will work 
in harmony and neither will be a de- 
triment to the other. 

If branch banking is permitted as 
outlined in the Glass Bill the effect of 
it will be far reaching and beneficial, 
not only to the country but to the banks 
themselves throughout the country. 
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Church Debts 
and the 
Local Bank 


By A. G. EVERETT 


The business depression has resulted in a depres- 
sion in church finances which is having a further 
reaction in church relationships with banks—in 
decreased deposits, in overdrafts, in defaults on 
current accommodation, in the wrestling with 
current deficits in which banker church members 
are called upon to take a leading part. More seri- 
ous are the defaults in long-term obligations—the 
building debts which afflict so large a proportion 
of the churches in the United States. . . . There 
may be a way out of these immediate financial 
embarrassments, however, through a revolving 
loan fund—described in the accompanying arti- 
cle—as proposed and interpreted by one national 


church organization in New York.—The Author 


\\ 7 HETHER a church is a good fi- 
nancial risk is no longer an aca- 
demic question with banks in the 

United States. It has come to be a very 
practical matter, because banks and 
churches are now involved in that very 
problem and the situation has become 
acute. Ordinary church financing in the 
way of current expenses has come to be 
difficult. Moreover, church finances run 
into big money and, unfortunately, de- 
fault and deficits also run into big 
money. 

It must be realized in the first place, 
that as a real estate proposition churches 
are among the largest single real estate 
items of our national wealth. According 
to the last church census of the United 
States, that of 1926, the value of church 
edifices and sites—i.e., not including 
parsonages or other property—is $3,- 
839,500,610. They also own parsonages 
valued at $475,436,746, as well as 
schools, hospitals, orphanages and the 
like to an unknown value. As a real 
estate loan factor they also run into 
big money because about 22 per cent 
of the churches, 44,173 in number, re- 
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ported mortgage debts amounting to 
$432,450,158. They also owe $44,405,- 
871 on their parsonages and an un- 
known amount on other property. That 
is an average debt of $9,627 per church 
on an average valuation of $18,920 
for all strictly church buildings in the 
United States. 

Since 1926 both the number and the 
proportional valuation of churches have 
increased and their debts have mounted 
accordingly—rather in larger proportion 
according to the testimony of church 
officers. The census report shows an 
average debt on urban churches of $15,- 
846, accounting for $375,939,381 or 
about 87 per cent of the whole. Thirty 
per cent of the total indebtedness was 
upon Roman Catholic Churches; 49 per 
cent was upon 11 leading Protestant de- 
nominations; 21 per cent on all other 
Protestant denominations. 

An accurate analysis of these statis- 


A. G. Everett is a pen name. The writer 
of this article is a resident of Washing- 
ton and a former Government official 


tics as affecting banks is difficult singe 
various organizations within the church. 
es—mission boards, church extension 
societies and the like—do some of the 
financing, although most of this is done 
for the comparatively small proportion 
expended upon country churches. A con. 
siderable proportion also is financed by 
private philanthropic investment. It 
seems probable, however, that perhaps 
two-thirds of the whole and probably 
75 per cent of the city churches have 
been financed by banks, through banks 
or through investment bankers. Banks 
or investment bankers are more or less 
directly responsible, therefore, for $250,- 
000,000 upward on church property. A 
large and increasing proportion of this 
debt is now in default. 


THE SITUATION NOW 


ANY estimate of the total amount of 
church indebtedness now in default to 
banks or to others would be a mere 
guess, but some idea of the situation 
may be secured from a recent canvass 
by a Protestant church organization 
covering this problem among ten de- 
nominations in the country. The mem- 
bership in these denominations totals 
about 10,000,000 souls. Their church 
property, according to the last census, 
aggregates about $1,760,000,000 in 
value, on most of which they are out of 
debt. However, in these denominations 
11,655 churches owe on new buildings a 
total of $136,200,000 on _ property 
valued at about $270,000,000. A little 
over 3,000 of these churches are in 
default in the payments of principal 
and interest to between $6,000,000 and 
$7,000,000, very largely to banks, in- 
volving mortgage values of over $50,- 
000,000. These defaulted obligations 
run from around $2,000 to as high as 
$27,000. The major portion of the de- 
faults run from one to two years but 
some of them cover much longer periods. 

There are two general methods of fi- 
nancing these long-term church obliga- 
tions—one by first mortgages on church 
buildings securing notes, and the other 
by the issue of bonds of church organ- 
izations secured in the same manner, 
which are usually placed through banks 
or investment bankers. The average debt 
represented by church notes is around 
$20,000; the average debt represented 
by bonds is around $50,000. Bond is- 
sues run as high as $250,000 and there 
are a good many close to this figure— 
in fact, there are a number of church 
building enterprises that involve the 
construction of large office buildings on 
downtown (CONTINUED ON PAGE 66) 
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in Selling 


Trust Service 


By T. D. MacGREGOR 


URRENT bank advertising re- 
C veals the fact that at the present 

time special emphasis is being 
placed on the promotion of trust func- 
tions and services. The reason for this 
is quite obvious. Owing to existing con- 
ditions, the volume of commercial bank- 
ing is off, while savings deposits seem 
to be holding their own. On the other 
hand, in these days it seems to be 
following the line of least resistance to 
advertise the trust department and what 
it has to offer in the way of economic 
security. Men and women of property 
right now are thinking of preserving 
what property they have for themselves 
and for their prospective heirs, and that 
suggests trust service. 


“Why? Because it showed me how to fig 
surprising difference between what I'm wor 
anc what I might be worth to my family. 
“Another page helped me to get clear 1 
mind what division of my property wo 


and sensible... . ¢ Altogether a thought 
booklet, I call it.” 


HEN you have read it we ¢ 

will feel the same way ak 
booklet, “Your Family, Your Pro; 
Your Will” Briefed up for eas 
it contains many new ideas and 
facts for modern men and w 
have property to leave. 


You would like a copy? Cery 
ia, phone in, or write in, using 


(@mmerceTrus 
© 


CAPITAL AND SURPLUS 8 MILLION 
KANSAS CITY 


Newspaper advertisements, direct mail folders or letters, and a “master” booklet 
tie in with each other and with personal effort. Posters, like the one shown above, 
are also effective 


Today’s Methods 


The similarities in 
technique indicate 
that 


proved the more or 


results have 


less standardized ad- 


vertising and solicita- 


tion plans to be effec- 


tive in trust work 


Consequently, it seems timely to con- 
sider how banks and trust companies 
are advertising trust services and de- 
veloping this department. It probably 
is true that a certain technique of trust 
promotion has been created and ap- 


WON'T meet todav’s 
conditions. 
WON'T ce 


ONCE 


) what tt 


He needs a new will to include a 
modern estate plan and a corporate 


executor and trustee. 


Does your own will need revision? 


TRUST Div. 
A. B. A. 


parently it is quite similar in most 
cases. Experience has proved that news- 
paper advertising, direct mail and per- 
sonal solicitation all play an important 
part in getting new trust business. News- 
paper advertising of a human interest 
and informative nature is used to ac- 
complish three primary purposes: 

1. To educate the public as to the 
nature of trust service. There is a very 
real need for educational trust adver- 
tising everywhere, with the possible ex- 
ception of some comparatively few lo- 
calities where corporate fiduciary ser- 
vice has been an accepted part of the 
order of things for many years. 

2. To impress the public with the 
stability and soundness of the particular 
institution doing the advertising. 

3. To break down the feeling that 
a bank or trust company cannot main- 
tain the close human relationships 
which are necessary to the best handling 
of trust and estate business. 

Newspaper advertising furnishes the 
background for trust new _ business 
efforts. Notwithstanding all the edu- 
cational work that has been done, there 
are still a large number of people who 
do not Know what institutional trust 
services are. Consistent advertising in 
the newspapers helps to overcome this 
ignorance and makes it easier for direct 
mail to get attention. It lessens inertia 
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montana, 


IN OWNERSHIP AND 


These examples show how large and small institutions are featuring specialized 
trust service. Note the human interest appeals, and the cooperative copy used 
under the caption “The Woman’s Viewpoint” 


and sales resistance on the part of pros- 
pects, and makes it easier for solicitors 
to get results. 

Granting that newspaper advertising 
is not the most valuable as a means of 
developing leads, as many claim, the 
problem of obtaining a list of good 
prospects for trust service remains to be 
solved in another way. Many institu- 
tions have found the solution in con- 
stant direct mail campaigning. Usually 
it is not feasible to cultivate intensively 
a very large list, and a thousand or 
two names at a time is enough. It is 
better to concentrate. Too large a list 
is unwieldy. 

Obviously the first step is to interest 
the clients of other departments. They 
are already sold on the institution. They 
know its strength and standing. There- 
fore they should yield more business for 
the trust department than could be ob- 
tained from a casual list, even if it is 
made up of supposedly well-to-do pros- 
pects. An efficient central file is neces- 
sary to keep proper track of the de- 
velopment of these leads, and the file 


Each month the JOURNAL presents at 
least one special article by a recognized 
authority on some phase of bank or 
trust company advertising and promo- 
tion. The accompanying article by Mr. 
MacGregor logically follows his report 
last month of a survey on “How 59 
Banks Advertise.”’ He is well known in 
financial circles and is vice-president 


of Edwin Bird Wilson, Inc., in New York 


must be kept up to date or it will be 
almost useless. 

If the proper percentage of inquiries 
from direct mail work (say at least 
5 per cent) is not being received, the 
bank’s mailing list should be gone over 
with a fine-tooth comb. No one’s name 
should be on the list for whom you 
would not be willing to go to the ex- 
pense of a solicitor’s time for a personal 
call. This interest can easily be judged 
by the response from the mailings. If a 
person sends in a card asking for further 
information, it may be presumed that 
he is a more likely prospect than one 
who does not respond in any way. Di- 
rect mail should give solicitors real 
prospects to follow up. Experience has 
proved beyond any doubt that trust 
business and trust services can be sold 
just as life insurance is sold. Without 
solicitation, advertising and inside co- 
operation should get some business, but 
with the right kind of solicitation by 
thoroughly equipped trust salesmen an 
astonishing amount of new _ business 
comes in. This has been demonstrated 
by actual experience. 


PERSONAL CONTACT 


ALSO, experience seems to have proved 
conclusively that personal solicitation 
is the only way actually to close trust 
business. Quite a number of institutions 
have found that young lawyers with 
aggressive spirit and a good working 
knowledge of fiduciary business make 
the best solicitors—although men of the 


ANAGENENT 


h 
Woman’s Viewpoint 


why we value it 


| Five groups of 
Specialists 


And how they support the 
Two-man Team which carries out your 
ESTATE PLAN 


| 
federal and state legislation, 
sions. 


\ JHEN you appoint the 
Invidg Trust Com- nd decision: 
| pany your executor of trus- 


holdings and mortgage in. 


vestments. | 


Not all these groups may | 


sent, are always 


NEXT WEEE 
Routine and Records 


IRVING 
TRUST 
:|COMPANY 


ONE WALL STREET 


salesmen type, after they are well 
grounded in the fundamentals of trust 
service, are effective even if they do not 
have legal training. After all, every 
prospect is urged to employ his own 
attorney in the drawing of his will and 
in making trust agreements. 

Any consistent, well-rounded cam- 
paign for trust business must give 
proper attention to the three means 
previously mentioned—newspaper ad- 
vertising, direct mail and_ personal 
solicitation. The technique, or modus 
operandi, calls usually for three forms 
of advertising, to be followed up by 
personal solicitation. The advertising 
consist of a series of folders or letters 
mailed out at monthly intervals to a 
selected list of prospects, a “master” 
booklet, and a series of newspaper ad- 
vertisements tying in with the printed 
matter and personal work. 

The function of the folders or letters 
is to get inquiries for the master book- 
let, and the copy or text of these should 
be just long enough to whet the reader’s 
appetite for more. Often a coupon or 
reply post-card is used. The master 
booklet tells the whole story of one 
feature of (CONTINUED ON PAGE 76) 
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1932’s Legacy of Domestic Debts 


Estimated Total Exceeds 12 Times 
the War Debts Owed by Europe—Can 


There Be Recovery without Solution? 


By LIONEL D. EDIE 


NTERNATIONAL debts have re- 
| cently received widespread attention 

as a factor retarding world recov- 
ery. The war debts owed to the United 
States by foreign countries amount to 
a sum in the neighborhood of $12,000,- 
000,000. Although this is a staggering 
amount of debt, nevertheless it is rela- 
tively small when compared with the 
domestic debt structure within the 
United States, which may be estimated 
at approximately $150,000,000,000, or 
more than 12 times the war debts owing 
to this country. 

This estimate of domestic debt in- 
cludes not only the public debt of cities, 
states and the Federal Government, but 
also the private bonds of industrialists, 
railroads and public utilities, the mort- 
gages on farm and urban real estate, 
bank loans, and miscellaneous short 
and long term credits. An attempt has 
been made to eliminate duplications, 
so that the estimate above is an ap- 
proach to a net figure of domestic debt 
burden. 

The figure, as such, does not indicate 
whether the debt burden is excessive. 
Indeed, it is difficult to set up any 
standard by which to determine what 
would constitute a normal debt burden. 
However, there are certain considera- 
tions which do afford some conception 
of the point beyond which debt becomes 
a source of economic harm. 

In 1913 the total domestic debt 
structure was, roughly, $50,000,000,- 
000. Obviously, the present outstand- 
ing debt is about three times the pre- 
war amount, and represents an increase 
of 200 per cent during a 19-year period. 
The population increase during the 


Dr. Edie is nationally known as an econ- 

omist and as the author of a number 

of books on money, business and related 

subjects. He is vice-president of Ameri- 

can Capital Corporation and vice-presi- 
dent of Mayflower Associates 


The public and private debt structure in this country is undoubtedly excessive 


in relation to any measure of current national income. It requires a scaling 


down by the painful process of paying off, of reorganization, or of receivership. 


. » « The whole problem raises the suggestion that perhaps the soundest and 


quickest way out of the depression is to expedite the scaling down of excessive 


capital structure and to get this surgical operation over with as rapidly as possi- 


ble. If, meanwhile, Federal Reserve policy can prevent further deflation and es- 


tablish a plateau upon which readjustment can take place, the surgical 


operation can be effected with minimum injury to the patient.—The Author 


same period was only about 32 per cent. 

In 1913, when the debt burden was 
$50,000,000,000, the national income 
was about $35,000,000,000. Today, 
with a debt burden of $150,000,000,000, 
the national income is probably at the 
rate of $45,000,000,000. In other words, 
although the debt is three times the 
pre-war level, the national income has 
shrunk to a point surprisingly close to 
the pre-war level. The ratio of debt to 
national income has increased sharply. 

The domestic debt total is, today, 
about the same as in 1929. Neverthe- 
less, the national income has been ap- 
proximately cut in half since 1929. 
When business was enjoying the ac- 
tivity of boom years the debt load was 
bearable, but when business activity is 
in the throes of depression the load is 
crushing. 

Moreover, it has to be borne in mind 
that a large part of the debt was con- 
tracted during a period when the price 
level averaged much higher than the 
1932 price level. During the past three 
years the purchasing power of the dol- 
lar has increased from one-third to one- 
half, thereby making the effective load 
on the debtor much greater than it 
would have been if the pre-depression 
price level had prevailed. 

These considerations indicate that 
the growth of debt has been abnormally 
rapid and that the outstanding amount 
is excessive. However, they do not in- 
dicate to what extent the debt struc- 


ture must be scaled down in order to 
become a non-disturbing factor in the 
economic machine. 

In order to appreciate the full sig- 
nificance of the debt burden it is neces- 
sary to give careful attention to the 
ratio between private debt and public 
debt. The public debt (excluding $12,- 
000,000,000 war debts) is approxi- 
mately $26,000,000,000, whereas the 
private debt is $124,000,000,000. Pri- 
vate is, roughly, five times public. 

During recent months a great deal of 
anxious thought has been given to the 
problem of balancing the Federal Budg- 
et. Without detracting in the least 
from the importance of that, we ought 
to be alert to the importance of bal- 
ancing the private debt structure of the 
country. These private obligations con- 
stitute the overwhelming bulk of the 
domestic debt structure, and the struggle 
on the part of individuals and corpora- 
tions to remain solvent and to balance 
their budgets is of vital importance in 
this period of fundamental readjust- 
ment. 

Further light can also be thrown up- 
on the economic significance of the debt 
problem by breaking down the ag- 
gregate into some of its major classifi- 
cations. 

The first classification to consider is 
the bonds and notes of the railroads. 
These have increased from about $10,- 
800,000,000 in 1913 to more than $13,- 
000,000,000 (CONTINUED ON PAGE 69) 
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Trade Acceptances 
Simplify Current 
Credit Problems 


Their Wider Use As a Factor 


in Helping to Revive Business 


By W. S. COUSINS 


E best types of commercial paper, 
it is generally agreed, are those 
which arise directly from a specific 

transaction or series of transactions in- 
volving the shipment of goods from 
buyer to seller, the storage of readily 
marketable merchandise, or the _per- 
formance of beneficial or profitable ser- 
vice. Under proper conditions self-liqui- 
dating paper of this kind, carrying the 
indorsement of buyer and seller and 
readily acceptable to the banks and 
eligible for rediscount at the Federal 
Reserve banks, constitutes the medium 
through which the maximum of credit 
accommodation can be extended to “go- 
ing” business concerns by banking in- 
stitutions. The utilization of every dol- 
lar of this commercial credit, thus re- 
lieving the credit tension existing in 
business today, should exercise a power- 
ful influence in helping to turn the tide 
of depression. 

This was the motive which actuated 
the recent conferences, in New York 
City, of a number of outstanding bank- 
ing and business leaders, the unanimous 
conclusion of which was expressed in 
the announced plan to promote the use 
of the trade acceptance on an extensive 
scale in financing the movement of 
goods. Backed by the officials of such 
powerful industrial concerns as General 
Motors Corporation, United States 
Steel Corporation, Standard Oil of New 
Jersey, General Electric Company, and 


Mr. Cousins, who discusses here the re- 
cently announced plans for wider use of 
trade acceptances, is a well known New 
York financial writer. JOURNAL readers 
will recall his article on “Directorships 
and the Shaping of Business Policies” 
which appeared in our May issue 
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with proffers of close cooperation by 
Irving Trust Company, Bankers Trust 
Company, Chemical Bank and Trust 
Company, and Central Hanover Bank 
and Trust Company, the trade accep- 
tance bids fair to regain the prominent 
position which it held prior to the boom- 
and-crash. 

Right at the outset it should be point- 
ed out that the successful use of trade 
acceptances depends upon two essential 
factors: 

First, strict observance of the rules 
and regulations underlying the drawing 
of the trade acceptance; absolute free- 
dom from abuses which have handi- 
capped the acceptance in the past; and 
prompt liquidation of trade acceptances 
at their due dates; 

Second, cooperation of the banks in 
extending credit advances freely to mer- 
chants and manufacturers on trade ac- 
ceptances measuring up to these rigid 
requirements. 

AUTOMATICALLY LIQUIDATED 
IN other words, a certain measure of 
responsibility for the proper functioning 
of this or any other credit system rests 
both with these who seek, and those who 
extend, banking credit. In the final 
analysis, commercial solvency is not de- 
termined by the style or the form of the 
credit instrument employed, but by the 
stability and integrity of the concern 
back of the paper. But experience has 
demonstrated that the trade acceptance, 
bearing on its face the complete story 
of the commercial transaction it covers, 
contains the largest percentage of auto- 
matically liquidated paper. 

The trade acceptance at this time 
strikes at the heart of the depression by 
paving the way for extending credit to 
hundreds of small business and indus- 


LAMMOT du PONT 


In announcing recently that the du Pont 
interests will use trade acceptances both 
in buying and selling goods, Mr. du 
Pont, who is president of E. I. du Pont 
de Nemours and Company, stated, ““We 
are supporting the trade acceptance plan 
in the belief that it will assist legitimate 
business to obtain needed credit from 
the banks; it will increase bank de- 
posits; it will serve as a means of ex- 
panding the Federal Reserve banks’ out- 
standing credit, all of which should tend 
to stimulate business, stop further de- 
flation and accelerate the return of nor- 
mal conditions”. Among other large in- 
dustrials adopting the plan are the 
American Rolling Mill Company, Camp- 
bell Soup Company, General Electric 
Company, General Motors Corporation, 
National Steel Corporation, Standard Oil 
of New Jersey, U. S. Rubber Company, 
and Westinghouse Electric and Manufac- 
turing Company 


trial concerns whose financial statements 
would not entitle them to further con- 
sideration at the local banks. A trade 
bill in the hands of such a company, 
bearing the acceptance of General Elec- 
tric Company or the United States Steel 
Corporation, would be readily accept- 
able as the basis for granting credit, or 
the acceptance could be purchased di- 
rectly by the bank without prejudice to 
the “line of credit” status of the bor- 
rower. 

From the purely banking standpoint, 
the great advantage of the trade accep- 
tance is its eligibility to rediscount at 
the Federal Reserve banks, or to pur- 
chase in the open market by the Federal 
Reserve. Any extended use of the ac- 
ceptance would in time provide a sup- 
ply of choice trade bills which would 
pass “through the market” in a manner 
similar to that of the bankers’ accep- 
tance which has become the mainstay 
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of the American discount market. 

The New York Credit Men’s Associa- 
tion takes the position that if all our 
business transactions were acknowledged 
in trade bills issued concurrently with 
the transactions, the business world 
would be nearly liquid and the banks 
would have, available for investment, 
rapidly revolving paper having the qual- 
ity of complete intimacy with actual 
business transactions. The banks would 
have also on their investments the names 
of two concerns instead of one; and two 
names on an obligation to pay give 
logically, traditionally and by actual ex- 
perience a basis for stronger confidence. 


RESERVE’S CREDIT FACILITIES 


BECAUSE of its own blindness, ac- 
cording to the same authority, business 
today is able to benefit only partially by 
the great reservoir of credit which it 
labored to bring about in the Federal 
Reserve System. Those who framed the 
Act under which the System was estab- 
lished intended that the credit facilities 
of the Federal Reserve banks should be 
extended primarily on the basis of actual 
business transactions, the sale and pur- 
chase of commodities. In its failure to 
create such paper, business has failed to 
play its part in providing our banking 
system with prime paper for discount or 


The trade acceptance at this 
time strikes at the heart of the 
depression by paving the way 
for extending credit to hun- 
dreds of small business and 
industrial concerns whose fi- 
nancial statements would not 
entitle them to further con- 
sideration at the local banks. 

. From the purely banking 
standpoint, the great advan- 
tage of the trade acceptance 
is its eligibility to rediscount 
at the Federal Reserve banks 
or to purchase in the open 
market by the Federal Re- 
serve. Any extended use 
would in time provide a sup- 
ply of choice trade bills which 
would pass “through the mar- 
ket” in a manner similar to 
that of the bankers’ accep- 
tance which has become the 
mainstay of the American 
discount market. 


(Citv OF DRAWER) 


On 


THiS BI 
NAME OF DRAWEE 
STREET ADDRESS 


(city or 


No. 


PAY|TO THE ORDER OF OURSELVES 


ACCEPT 
AWEL [OLSIGNATE 


SIGNATURE OF DRAWER 


The form of trade acceptance authorized by the American Acceptance Council 


purchase by the Federal Reserve banks. 

There is nothing complicated about 
the trade acceptance system. No new 
financial mechanism is needed to re- 
establish its active use in important 
trade channels; and no new legislation 
is required to legalize the instrument as 
a credit document of the best type. 
Briefly, a trade acceptance is a time 
draft drawn by the seller of merchandise 
on the buyer for the purchase price of 
the goods, and accepted by the buyer, 
payable on a certain date and at a cer- 
tain place designated on its face. 


DIFFERS FROM PROMISSORY NOTE 


THE trade acceptance differs from a 
promissory note both in its form and 
its function. It should never be used in 
settlement of past due obligations. When 
accepted it constitutes a valid promise 
to pay on a specified date, and is a ne- 
gotiable instrument as binding upon the 
acceptor as his promissory note, but 
performs a different function from that 
of the note. 

To be eligible for discount or pur- 
chase by a Federal Reserve bank, a trade 
acceptance should present prima facie 


evidence that it is drawn by the seller 


on the purchaser of goods sold, and must 
have a maturity at the time of purchase 
or discount of not more than 90 days. 
However, if drawn for agricultural pur- 
poses, or against the sale of live stock, 
it may have a maturity at time of dis- 
count of not more than six months ex- 
clusive of days of grace. The longer 
maturities of agricultural paper offer 
additional evidence of Uncle Sam’s solic- 
itation for the welfare of the farmer. 

A great deal of the criticism levelled 
at the banker in recent months arises 
directly from a misunderstanding of the 
function of commercial banking. Had 
the banker unlimited resources, and 
were he able to disregard entirely the 
question of the repayment of funds 
loaned, he would be in a position to 


lend a more receptive ear to many more 
of the requests for credit extension than 
those which at present come to his at- 
tention. The banker is merely the cus- 
todian of the funds of his depositors 
and he is charged with the responsi- 
bility of keeping these funds in such 
liquid condition that. large drafts can 
be made upon the credits (deposits) by 
the depositors. 


MEETING PRESENT REQUIREMENTS 


OBVIOUSLY, any financing process or 
any credit instrument which tends to 
liquefy or increase the turnover of bank 
funds at a time like the present is of 
inestimable value to the banks. There is 
no legitimate comparison between notes 
which freeze at the time they should be 
responding to the banker’s call for liqui- 
dation, and the automatically liquidat- 
ing trade paper which bears on its face 
the evidence of a completed transaction 
that offers a basis for reasonable profit 
for the seller, the buyer, the railroad 
which transports the goods, and the 
banker who discounts the paper. The 
trade acceptance meets these require- 
ments admirably, and is best adapted 
for utilizing to the fullest degree the 
commercial credit made available 
through the services of American banks. 

Up to the present time no agency has 
been evolved to tabulate or estimate the 
volume of trade acceptances being used 
to finance domestic business, or the vol- 
ume held by the banking institutions. 
The records and reports of the Federal 
Reserve banks show unmistakably that 
a moderate volume of trade bills is mov- 
ing through the market, a few millions 
being held in Reserve bank portfolios. 

Summarizing the advantages of the 
trade acceptance in his particular enter- 
prise, the vice-president of one of 
America’s largest electrical appliance 
companies stated that the use of this 
credit instrument had undoubtedly im- 
proved (CONTINUED ON PAGE 79) 
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Banking Issues in the Campaign 


documentation of as much politi- 

cal buncombe as is possible with- 
out destroying it, the business minded 
American banker may perceive certain 
facts which may forecast legislation to 
be expected whichever way the election 
goes, or issues which may determine 


S: RIPPING the campaign and its 


The Democratic Party 
Pledges Itself: 


TO preserve a sound currency at all 
hazards; and to favor an international 
monetary conference called on the invi- 
tation of our Government to consider the 
rehabilitation of silver and related ques- 
tions. 

To favor an international economic 
conference designed to restore interna- 
tional trade and facilitate exchange. 

To the extension of Federal credit to 
states to provide unemployment relief 
whenever the diminishing resources of 
the states make it impossible to provide 
for the needy. 

To favor the expansion of the Federal 
program of necessary and useful con- 
struction affected with public interest 
such as flood control and waterways to 
reduce unemployment. 

To favor unemployment and old age 
insurance under state laws. 

To better financing of farm mort- 
gages through reorganized farm bank 
agencies at low rates of interest on an 
amortization plan, giving preference to 
credits for the redemption of farms and 
homes sold under foreclosure. 

To the protection of the investing 
public by requiring to be filed with the 
Government and carried in advertise- 
ments of all offerings of foreign and 
domestic stocks and bonds, true infor- 
mation as to the bonuses, commissions, 
principal invested and interests of sell- 
ers. 

To regulate to the full extent of Fed- 
eral power holding companies which sell 
securities in interstate commerce. 

To regulate, under all Federal power 
possible, exchanges trading in securities 
and commodities. 

To favor quicker methods of realizing 
on assets for the relief of depositors of 
suspended banks and a more rigid super- 
vision of national banks for the pro- 
tection of depositors and the prevention 
of the use of their moneys in speculation 
to the detriment of local credits. 

To the severance of affiliated securi- 
ties companies and the divorce of under- 
writing schemes from commercial banks. 

To the further restriction of Federal 
Reserve banks in permitting the use of 
Federal Reserve facilities for speculative 
purposes. 
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further legislation as a result of the 
November contest. In the first place, 
both parties declare unequivocally for 
sound money. Both parties favor an 
international monetary conference with 
special relation to silver. Both parties 
favor the maintenance of national 
credit by a balanced budget; both insist 
upon drastic economies in Government 
expenditures. Both parties favor the 
regulation of security affiliates of 
banks, the Democratic party going so 
far as to favor immediate separation. 
Both parties favor the regulation of the 
use of credit for speculation, more 
liberal loan arrangements for financing 
agriculture, loans to states for unem- 
ployment relief, better protection for 
depositors in banks and more prompt 
liquidation of failed banks for the re- 
lief of depositors. 

The issues yet to be decided, as in- 
dicated in the platforms, are largely a 
reflection of the political issues pre- 
sented in Congress in the hectic days 
of early July, and relate chiefly to the 
expansion of the public construction 
program to furnish employment and 
in general a more liberal use of Trea- 
sury funds for relief purposes. The 
campaign rash, in fact, broke out in 
Congress even before the platform 
virus was injected. The general course 
of electioneering has been laid down 
more by legislation or attempted legis- 
lation than by the platforms, and that 
course promises to be rather erratic. 
For example, in its platform the Re- 
publican party declares for a revision 
of the banking laws; nevertheless it has 
been Democratic leadership in Con- 
gress which has been more active in 
attempts at the revision of such laws. 
The Democratic party favors rigid reg- 
ulation of stock exchanges but it has 
been Republican leadership in Congress 
which has been carrying on the in- 
vestigation of the exchanges with a 
view to regulation. 


ECONOMIC DIFFERENCES 


IN all save the matter of the use of 
Government funds for relief, the dif- 
ferences between the economic view- 
points of the two parties is the same as 
the difference between tweedledee and 
tweedledum. While party platforms 
may lead to more or less modification 
of personal views on the part of candi- 
dates during the campaign for cam- 


paign purposes these economic ques- 
tions cut through party lines and the 
ultimate decision upon the issues will 
depend more upon the course of indi- 
vidual candidates than upon party 
declarations. 

In some respects the results of the 
current (CONTINUED ON PAGE 65) 


The Republican Party 
Pledges Itself: 


TO maintain unimpaired the national 
credit. 

To defend and preserve a sound cur- 
rency and an honest dollar. 

To stand steadfastly by the principle 
of a balanced budget. 

To use all available means consistent 
with sound financial and economic prin- 
ciples to promote an expansion of credit 
to stimulate business and relieve unem- 
ployment. 

To a thorough study of the condi- 
tions which permitted the credit and the 
credit machinery of the country to be 
made available without adequate check 
for wholesale speculation in securities 
and to correct those conditions so that 
such results shall not recur. 

To extend the authority of the Recon- 
struction Finance Corporation to enable 
it to make loans to political subdivisions 
of public bodies or private corporations 
for the purpose of starting construction 
of self-liquidating projects; to make 
loans upon security of agricultural com- 
modities so as to insure the carrying of 
normal stocks and thus stabilize their 
loan value and price level; to make 
loans to the Federal Farm Board to en- 
able extension of loans to farm co- 
operatives and loans for export of 
agricultural commodities to quarters 
otherwise unable to purchase them; to 
loan up to $300,000,000 to such states 
as are unable to meet the calls made 
upon them by their citizens for distress 
relief. 

To revise the banking laws so as to 
place our banking structure on a sound- 
er basis generally for all concerned and 
for the better protection of the deposit- 
ing public to establish more stringent 
supervision and broader powers vested 
in the supervising authorities. 

To require reports of and the sub- 
jecting to thorough and periodic examin- 
ation all affiliates of member banks 
until adequate information has been ac- 
quired on the basis of which the affiliate 
problem may be solved. 

To favor the participation by the 
United States in an international con- 
ference to consider matters relating to 
monetary questions, including the posi- 
tion of silver, exchange problems and 
commodity prices. 

To favor the creation of a system of 
Federally supervised home loan discount 
banks designed to serve home owners 
and encourage home ownership by mak- 
ing possible long term credits for homes 
on more stable and more favorable 
terms, 


William G. McAdoo, who was Secretary of the 
Treasury 1913-1918: “If the party refuses to go on 
record to make bank deposits safe, you’ll lose more 
votes in November than you can count in a week.’’ 


Ambassador Andrew W. Mellon, who was Secretary of the 

Treasury 1921-1932 and is now Ambassador to Great Britain: 

“The banking structure, with the vast resources of the Fed- 

eral Reserve System, has shown no serious impairment either 
of resources or stability.” 


Several main trends of 


political thought on 


banking and finance as 
reflected in the contrast- 
ing personalities of the 
Secretary of the Trea- 
sury and three former 
Secretaries of the 


Treasury 


Ogden L. Mills, present Sec- 
retary of the Treasury: “Im- 
portant progress has been 
made, but there is need for 
continued prudence and self- 
restraint in the conduct of 
our public finances.” 


Senator Carter Glass, who was Secretary of the Treasury 

1918-1920: “Guarantee of bank deposits would drive the 

strongest member banks from the Federal Reserve System. 

These strong banks should not be assessed to pay a premium 
for mismanagement.” 
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Reconstruction in a New Phase 
What Will Be the Tasks of the 


Reconstruction Finance Corporation 


After the Turn in Business? 


HE Reconstruction Finance Corporation authorized loans to banks, other 


financial institutions and railroads amounting to $1,054,814,486 from 


its establishment on February 2 up to June 30, the period covered by its 


latest published report. Of this amount $805,150,007 was actually advanced, 


while $76,488,199 was repaid prior to June 30, leaving outstanding loans on 


that date totaling $728,661,808. 


Borrowers numbering 4,196 were given assistance in the authorized loans, 


which went to banks and trust companies, credit unions, building and loan as- 


sociations, insurance companies, mortgage loan companies, joint stock land 


banks, livestock credit corporations, agricultural credit corporations and rail- 


roads in every state, the District of Columbia and Alaska. 
Of the 3,600 banks and trust companies to which loans of $642,789,313 were 
authorized, 70.3 per cent were in towns of less than 5,000 population and 95.6 


per cent were in those of less than 200,000 population. 


The Corporation’s statement of condition as of June 30 showed total assets of 


$1,109,438,977. 


T WAS an editor from straight-for- 
| ware Texas who, amid the per- 

fervid oratory of a national con- 
vention in Chicago, enunciated the idea 
that “the country is tired of relief; what 
it wants is help”. The idea is somewhat 
cryptic but the underlying thought is 
that the time for palliatives and the 
mere prevention of further disaster is 
past. The nation demands a forward 
policy. Put another way, there is a feel- 
ing that somehow, some way, the un- 
employed must be given work and the 
national economic machinery set in 
motion. 

It requires no elaborate analysis of 
the general situation to perceive that 
this also is the demand of the business 
world. Whatever may be the erratic 
course of the securities market there is 
abundant indication that the process 
of general deflation is at least nearly 
over. There is still much to be done to 
restore the equilibrium in price rela- 
tionships between the products of the 
farm and the factory, and many other 
adjustments probably must be made, 
but the chief characteristic of the situa- 
tion is that the fly wheel of industry 
and commerce has reached a dead cen- 
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ter from which it can be moved only 
by direct effort and that the time has 
arrived for the effort to be made. 

Such, in fact, are the views of Wash- 
ington. After much unnecessary travail 
the Government has a new policy. Orig- 
inally the Finance Corporation was or- 
ganized as a “reconstruction” enter- 
prise; in reality it became a relief body, 
a rescue squad. The new policy is 
labelled “relief”; essentially it is real 
reconstruction. 

There are two features of the plan 
which are significant. One is that it 
contemplates the use of funds of the in- 
vesting public rather than Government 
funds to give the needed impetus to 
business. In the frozen condition of the 
security market the financing of new 
enterprises by ordinary means _ has 
seemed impracticable. The use of Gov- 
ernment funds for the purpose was 
deemed objectionable for many reasons, 
including an undue drain upon Gov- 
ernment credit. By the issue of its 
debentures the Finance Corporation 
avoids this impasse by the use of its 


own credit to draw funds from business ° 


to finance business. Business, in short, 
is to be made to help itself. The second 


feature of the plan is that it contem- 
plates reconstruction from the ground 
up. Having provided means of supply- 
ing necessary credits, the Corporation 
regards the national, the overhead fac- 
tor in the situation as disposed of; 
what now remains is to give effect to 
these broad policies of national effort 
by translating them into practical re- 
sults in local business, small industries 
and home town activities which will 
employ home town people. 

The rescue work for banks and other 
financial institutions, for railways, agri- 
cultural financing and the like up to the 
passage of the new measure involved 
advances of substantially half of the 
$2,000,000,000 of capital and debenture 
credit originally granted the Corpora- 
tion. The new Act increases this allot- 
ment by $1,800,000,000 of which $300,- 
000,000 is to be advanced to states for 
direct relief and $1,500,000,000 is to be 
loaned to states, municipalities and pub- 
lic agencies for self-liquidating projects, 
to limited dividend corporations for 
housing and to agricultural corpora- 
tions for financing the export of farm 
products. The Act also appropriates 
$322,000,000 from the Treasury for 
public works, including $136,000,000 
for roads already authorized, but this 
money can be expended only if the 
Secretary of the Treasury certifies that 
he has the money available in the 


President Hoover interpreted the pub- 
licity clause in the relief bill to mean 
that monthly reports of loan transactions 
henceforth will be held in strict confi- 
dence by the clerks of the Senate and 
House of Representatives, unless other- 
wise ordered by Congress when in ses- 
sion. He held further that the clause was 

not retroactive 
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Treasury or can get it at fair interest. 

Further relief for banks, railways and 
the like promises to require more 
money than the Corporation has count- 
ed upon but making due allowance for 
such needs the total credit available 
through the Finance Corporation for 
its new reconstruction program will 
amount to something like $2,000,000,- 
000. That amount of money poured into 
the channels of industry and commerce 
will put considerable life into the 
anaemic organisms. Moreover, funds 
drawn from the Reconstruction Finance 
Corporation are merely to supplement 
funds drawn from business itself. Loans 
are to be made for these constructive 
enterprises only when they cannot be 
had by ordinary financing or to supple- 
ment funds from the public. The public 
also must invest, must furnish the mar- 
gin between total cost and a safe limit 
of security for the loans. Under the law 
the loans must be adequately secured. 
That implies perhaps $700,000,000 ad- 
ditional funds for the reconstructive 
program. 

The test of the public works program 
is in the matter of “self-liquidation.” 
Unfortunately it is not always possible 
to draw a line and declare that all the 
public works on one side are self-sup- 
porting and all on the other are not. 
There are all sorts of great public en- 
terprises projected all over the coun- 
try; many of them are past the mere 
projection stage and are ready to be 
undertaken if and when financing can 
be arranged. Had boom times or even 
a favorable bond market been con- 


tinued, they would have been started 
long ago. Even with the municipal 
bond market at its present level many 
might have been undertaken had nor- 
mal city revenues continued. With de- 
creasing revenues and with municipal 
indebtedness close to the limits fixed 
by law in most states, the undertakings 
have been impracticable if not impossi- 
ble. 


PUBLIC WORKS FINANCING 


WHERE public works of this sort are 
clearly self-supporting, where revenues 
derived from tolls or other charges are 
sufficient to pay interest and amortiza- 
tion charges, there is little if any diffi- 
culty in financing the undertaking at the 
present time. Difficulty arises in the 
cases which are partly self-supporting. 
For example, there is a much discussed 
proposition for the great Golden Gate 
bridge at San Francisco, which is esti- 
mated to cost $35,000,000. Tolls high 
enough wholly to finance this enterprise 
would defeat their purpose; tolls at a 
reasonable rate to bring in the highest 
income would only partly finance the 
scheme. The bridge can be financed 
eventually for it is supported by a rich 
bridge district, but whether it is wise 
to add this burden to taxpayers at the 
present time, of course, is another mat- 
ter. Great cities like New York and 
Chicago have tremendous public works 
schemes ready to inaugurate but for fi- 
nancing. Some of these are partly self- 
supporting but most of them represent 
more or less added burdens in taxation 
at a time when taxes are decreasing 


KEYSTONE-UNDERWOOD 
The R. F. C. in action. A recent view taken in the board room of the Corporation in Washington shortly after Gardner 
Cowles, Sr., appointed to fill the vacancy caused by the resignation of General Charles G. Dawes, had taken the oath of office 


and the taxpayers are complaining. 
There are tremendous possibilities in 
construction work for the railways. 
Many such proposals represent a cer- 
tain amount of direct earning capacity 
—perhaps enough to pay their way 
fully. But railway credit is low; and, all 
things considered, as railway enterprises 
they are largely impracticable at pres- 
ent. Possibly some of these proposals 
can be separated from railway financing 
and made to support themselves. The 
difficulty of the whole situation is that 
hundreds, one might almost say thou- 
sands, of such enterprises would be self- 
liquidating under normal business con- 
ditions. They would not be self-support- 
ing under present conditions and are 
held up pending the arrival of more 
definite earning prospects. If the self- 
supporting feature is eliminated from 
such enterprises the amount of con- 
struction work already planned, some 
of which has actually been started but 
suspended because of the difficulty of 
financing, runs into billions of dollars. 
There is no longer any question of 
credit for financing new enterprises 
which will pay. The question, rather, is 
finding the enterprises and applying the 
credit. Whether or not the reconstruc- 
tion program is to be a success no long- 
er depends upon the Government—if 
ever it did—nor upon the Reconstruc- 
tion Finance Corporation. It depends 
upon the state, county and municipal 
governments, upon the industrial cor- 
porations, upon the banks and local 
business concerns—in short, it depends 
chiefly upon the American public. 
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The Cautious Step 


at Lausanne 


By L. E. LASCELLE 


cation of the “woe-to-the-van- 

quished” principle in European 
international relationships, a tentative 
peace agreement appears to have been 
drawn at Lausanne on July 9, final 
acceptance of which obviously hinges 
upon two conditions not incorporated 
in the document itself—success for the 
disarmament conference and a willing- 
ness on the part of the United States 
to “reopen” the matter of debts owing 
by its erstwhile associates in the World 
War. 

This agreement, if and when effec- 
tive, relegates the Young Plan, itself 
achieving vast reductions in original 
fantastic claims against the former Cen- 
tral Powers, to the discard, and will 
substitute in its stead a final tribute 
from Germany in the sum of $714,000,- 
000; grant this nation a three-year re- 
spite in which to reconstruct her totter- 
ing economic edifice; and transfer the 
important matter of payments from 
the hands of Europe’s ever-shifting poli- 
ticians to bankers experienced in the 
practical details of international money 
settlements and the orderly marketing 
of securities. 


FTER 15 years of merciless appli- 


FRANCE MODERATES STAND 


FAVORABLE auguries are to be drawn 
from France’s willingness to settle at 
less than ten cents on the dollar her 
war claims against Germany; and, 
while it will be a difficult problem to 
subdue the racial pugnacities of the 
Balkan States and to readjust impor- 
tant reparation undertakings already in 
process, these are after all minor prob- 


lems in comparison with the overshad- 
owing matter of the German war-pay- 
ments, and their solution may well be 
hastened by the economic conference 
which it is proposed to hold under the 
auspices of the League of Nations at 
some propitious date. 

Out of the acceptance of these pro- 
posals for the settlement of grave ques- 
tions which have so disturbed the world 
since the signing of the Versailles 
Treaty may emerge new powers and 
new opportunities for the Bank for 
International Settlements. In the hands 
of this unique institution will then rest 
the serious responsibility for carrying 
out the financial details of the agree- 
ment. Subject only to arbitration before 
the Hague tribunal, it will be granted 
power to market the new issues of Ger- 
man bonds to the best possible advan- 
tage after the expiry of the three-year 
moratorium; to dispose of them at not 
less than 90 per cent of their par value; 
to lower interest rates if the selling 
price of the bonds shall so justify; to 
organize maturity dates on a basis 
which will protect the holders of Ger- 
man bond issues of 1924 and 1930; and 
to work out with the German Govern- 
ment an efficient plan for bond re- 
demption. 

There is one clause of the proposal 
—Annex 1, Clause VI—which may well 
be studied with thoughtful care by 
American bankers. “If any foreign 
loan,” it reads, “is issued by the Ger- 
man Government, or with its guarantee, 
at any time after the coming into force 
of the present agreement, the German 
Government shall offer to apply up to 


The darker side of the picture reveals the clearly manifest 
purpose of European nations to link the penalties, which 
they find it impossible to collect from an impoverished Ger- 
many, with the huge sums that were advanced for Europe’s 
use and benefit during and after the war by the United 
States. It may well be that the whole final solution depends 
upon a realignment of European thinking upon the subject 
of debts to America.—The Author 
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the equivalent of one-third of the net 
cash proceeds of the loan raised to the 
purchase of bonds held by the Bank 
for International Settlements. The pur- 
chase price shall be such that the net 
yield of the bonds so purchased would 
be the net yield of the loan so raised. 
This paragraph does not refer to loans 
for a period of not more than twelve 
months.” The net effect of this arrange- 
ment upon loans for otherwise produc- 
tive purposes will require careful study. 

In order that all other financial and 
economic problems which have com- 
bined to bring about the present crisis 
may be worked out, the League of 
Nations will be invited to convoke “at a 
convenient date’ a conference on 
monetary and economic questions, to 
which the Bank for International Settle- 
ments is to appoint two delegates, while 
the League Council is to name three 
financial and three economic experts 
from neutral nations to participate in 
its meetings. The United States will, in 
due course, be invited to take part in 
this conference. 


PROGRAM FOR THE CONFERENCE 


ITS agenda will comprise the specific 
study of credit and monetary policies; 
the creation of new price levels; ex- 
change difficulties; improved conditions 
of production; tariffs, trade quotas and 
the other recently-established barriers 
to the unhampered exchange of trade 
and commerce which have played so 
powerful a part in reducing Europe to 
its present straits. 

Although the United States has 
learned by painful experience to accept 
with the utmost caution any “‘settle- 
ment” of European problems which in- 
volves ages-old racial and nationalistic 
antipathies and rivalries, this proposed 
agreement, insofar as it is confined to 
purely European matters, does appear 
to have cleared one mighty hurdle and 
to have opened the way, tortuous in- 
deed and still to be defined, whereby 
Germany’s ability to buy, sell and 
utilize its vast technical and manufac- 
turing resources may be given an oppor- 
tunity again to become of service to the 
rest of mankind. 

If such should be the outcome of the 
acceptance of the Lausanne agreement, 
American manufacturers, miners, agri- 
culturists and bankers will experience 
a long-postponed sense of relief, and 
will anticipate a day when Germany, 
newly invigorated and free from many 
of its recent trammels, may resume its 
position as our most important Conti- 
nental customer. 


The Reserve System 


Gives New Impetus 
to Farm Credits 


By GEORGE E. ANDERSON 


banks should have more than 

casual connection with the Fed- 
eral Reserve System was no part of the 
original plans, but the practical incor- 
poration of the former in the latter, in 
so far as the nature of the two institu- 
tions permits, has been inevitable for 
some time. Nominally, the Act of Con- 
gress amending the Farm Loan Act 
merely extends certain rediscount privi- 
leges of the Federal Reserve to the In- 
termediate Credit institutions, but its 
practical effect is greatly to extend the 
credit operations of the Reserve System 
in its relations to agriculture. And for 
the Intermediate Credit banks the step 
means something like salvation. 

In 1931 these institutions loaned 
American agriculture more money than 
in any other year in their history. 
Nevertheless, at the close of the year 
and in the early months of the current 
year they reached a crisis in their 
operation which limited their usefulness 
at a time when the credit demands 
upon them were greatest. Only the co- 
operation of the Reserve System pre- 
vented the business of the banks from 
again dwindling into inconsequence 
after a rather hectic two years during 
which their importance to agriculture 
was immensely stimulated by their 
relations to the nation-wide opera- 


[ant the Intermediate Credit 


The new cooperation on intermediate 
credits, provided by Congress in amend- 
ing the Farm Loan Act, gives promise of 
greater benefits to agriculture and to 
banking in agricultural districts. Mr. An- 
derson, who traces the history of this 
development and explains the effect of 
the new measure, is a Washington writer 
and a regular contributor to the JOURNAL 
on Congressional and business subjects 


tions of the Federal Farm Board. 

The difficulties of the Intermediate 
Credit System have related, apparently, 
to the interest rate carried by the de- 
benture issues which are the foundation 
of their operation; practically, the dif- 
ficulty as to interest rates has been due 
to the anomalous position of the de- 
bentures in the money market. In 
theory these short term obligations are, 
or at least ought to be, among the best 
investments of the sort offered in the 
American market. They are the joint 
and several obligations of 12 institu- 
tions founded and owned by the Gov- 
ernment and operated under close Gov- 
ernment supervision. They are tax free, 
are secured by ample collateral held in 
trust, and are practically self-liquidat- 
ing. 

In actual fact, however, the market 


New Loans Of Intermediate Credit Banks 


Year 1930 


$109,927,084 
109,047,068 


$218,974,152 


Loan 
Discounts 


TOTAL 


Ist. Qtr., 1931 


$36,236,356 
32,787,877 


$69,024,233 


Year 1931 
$136,999,008 
122,733,362 


$259,732,370 


Ist. Qtr., 1932 
$27,260,721 
30,418,433 
$57,679,154 


Loans and Discounts Outstanding, Intermediate Credit Banks 


Dec. 31, 1930. 

$ 64,377,067 
65,633,201 

$130,010,268 


Loans 
Discounts 


TOTAL 


Mar. 31, 1931. 


$62,353,143 
75,730,069 
$138,083,212 


Dec. 31, 1931. 
$ 45,255,280* 
74,613,187 
$119,868,467 


Mar. 31, 1932. 


$38,146,515 
74,346,016 
$112,492,531 


*Including $1,933,296, ‘‘Loans In Suspense” 


UNDERWOOD 

Paul Bestor who, as Commissioner of the 

Federal Farm Loan Board, directs the 

activities and guides the policies of the 
Intermediate Credit Banks 


for them has been rather narrow. Ma- 
chinery for their sale and especially for 
resale has been lacking since the out- 
standing volume is not large enough to 
justify an independent market—the re- 
sult being that, although they have 
been regarded as prime investments, it 
has not always been possible to turn 
them readily into cash. Commercial 
banks accordingly have hesitated to 
count them as highly liquid assets. 
When such periods as that precipitated 
by the disconcerting number of bank 
failures last summer and fall developed 
and the commercial banks found it 
necessary to maintain themselves in an 
extremely liquid position, there was a 
comparatively poor market for these 
debentures and the interest rates they 
bear necessarily increased greatly in 
November and December and reached 
an impracticable height in January and 
February. And, in spite of the in- 
creased interest rate, there was diffi- 
culty in selling the securities. 

The result of the inability of the 
banks to secure funds at workable rates 
was a decided handicap in their busi- 
ness over the year-end. Although 1931 
witnessed the largest business in their 
history, the close of the year showed 
outstanding loans below those of the 
previous December. And the end of 
March, 1932, the volume still showed 
more than a seasonal decline and new 
business was considerably below that 
of the corresponding period of the pre- 
vious year—all this in spite of a large 
increase in the demand for loans. The 
situation may be better understood 
from the accompanying table. 

Interest rates borne by debentures of 
the Inter- (CONTINUED ON PAGE 55) 
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Imperial: Ottawa, where the Imperial Conference assembled to dis- 
cuss ways of promoting economic cooperation within the Empire. 


Financial: A. M. Chaffey, chairman of 
the board, California Bank, Los An- 
geles, president of the Los Angeles 
Clearinghouse Association, and gener- 
al chairman, committee on arrange- 
ments for the 1932 American Bank- 
ers Association Convention at Los An- 
geles in October—the high point of 
banking cooperation. 
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Royal: The Prince of Wales—‘*We 
should make every effort at Ottawa 
to put heart into the world and con- 
cert measures in which other coun- 
tries may later cooperate.” 


International: Gates W. McGarrah, 
head of the Bank for International Set- 
tlements, whose board of directors 
sponsored a resolution urging all coun- 
tries to return to gold as the monetary 
standard “best suited to make possi- 
ble a free flow of the world’s trade.” 


Political: Speaker Garner—“‘You pro- 
pose to increase the capital of the Re- 
construction Finance Corporation to 
$3,500,000,000. Now, in doing so, I 
plead with you to let all the people 
have some drippings from this won- 
derful banking institution.” 
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EDITORIALS 


The New Postal Rates 


THE Act increasing postal rates, now in ef- 
fect, places an intolerable burden on banks, in- 
vestment houses and their customers. The only 
way to explain such legislation is by assuming that 
the framers did not know what the effect would be. 
The following facts, taken from the records of an 
eastern bank, can be duplicated by institutions 
throughout the country: 

A package to Chicago containing $2,180,000 in 
Government securities to be deposited as collateral 
for a customer cost $371.44, including the sur- 
charge of $261.60 and cost of insurance. Normally 
the postage, in addition to the cost of insurance, 
would have been $1.15. 

The bank shipped $200,000 in currency to a 
nearby city and had to pay $18. 

A package normally costing about 66 cents post- 
age required $55.12, the surcharge being $54.46. 

A package shipped from a city where the post- 
master had not learned of the new ruling on sur- 
charges cost only $6.69. When the bank returns 
this same package it will cost $27.49. 

A package normally requiring 48 cents now 
costs $46.83, the surcharge amounting to $46.35. 

Another normally requiring 30 cents postage 
cost, since the new rate, $19.47 including the sur- 
charge. 

A package from Boston required $51.39 in 
postage whereas previously it would have cost only 
$5.04. This was an unusually heavy one. 

The bank’s extra postage the first night amounted 
to $600, and has averaged between $600 and $800 
daily. 

On a basis of $100 per day, or $30,000 a year, 
it would take only 283 concerns to make up the 
deficit of $8,500,000 which the postoffice depart- 
ment reported in 1931, according to figures com- 
puted by this bank. 


The Political Campaign 


PARTY platforms should be taken seriously. Aside 
from the vote catching propaganda which character- 
izes all such documents, they reveal what experts 
think will sell. 

A party in opposition usually denounces a party in 
power for doing what the opposition would have done 
if it had been in power. The party in power denounces 
the opposition for a course of action made necessary 
by the very fact that it was the party of opposition. 
When the ins are out and the outs are in there is a 


shifting of party responsibility which usually alters 
the viewpoint materially. 

One complicating factor in the campaign now in 
progress is that each of the leading political parties 
is partly in and partly out. This makes it particularly 
difficult to determine what banking issues, if any, 
hinge on the results in November. Inter-party de- 
nunciation and defense are bewilderingly confused 
and each must be taken with more than a grain of salt. 


VIEWING WITH ALARM 


THE Republican Party has been denounced by the 
Democratic Party on the ground that the present 
“unprecedented economic and social distress has been 
caused by, 

“The disastrous policies pursued by our Govern- 
ment since the World War of economic isolation; 
fostering the merger of competitive businesses into 
monopolies; and encouraging the indefensible expan- 
sion and contraction of credit for private profit at the 
expense of the public. * * * They have ruined our 
foreign trade, destroyed the value of our commodities 
and products, crippled our banking system, robbed 
millions of our people of their life savings and thrown 
millions more out of work, produced widespread 
poverty and brought the Government to a state of 
financial distress unprecedented in times of peace.” 

The Republican Party denounced the Democratic 
Party because the Democratic House of Representa- 
tives sponsored, 

“1. The issuance of fiat currency. 

2. Instructions to the Federal Reserve Board and 
the Secretary of the Treasury to attempt to manipu- 
late commodity prices. 

3. The guaranty of bank deposits. 

4, The squandering of public resources and the un- 
balancing of the budget through ‘pork barrel’ appro- 
priations which bear little relation to distress and 
would tend through delayed business revival to de- 
crease rather than increase employment.” 


HOPE 


OF course it must be remembered that many of the 
Republican measures were passed largely with Demo- 
cratic votes and Democratic measures largely by Re- 
publican votes. In any case one gets the impression 
from reading the denunciations that the United States 
is in very serious circumstances. The Republican 
Party has no faith in possible Democratic rule and 
the Democratic Party has no faith in the possible 
continuation of Republican rule. On the other hand 
there is ground for hope in that the country is bound 
to be saved no matter which way the cat jumps. 
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ROBERT MORRIS 


about Philadelphia. A good many 

fundamental things in the history 
of the United States started there. In the 
colonial and early national periods 
Philadelphia was the chief city of the 
country, and partly because of this was 
the site of many important historic 
events. The Continental Congress was 
held there, the Declaration of Inde- 
pendence was written and signed there, 
and the Constitution was formulated 
there. The first genuine bank in the 
colonies was established there, both 
United States banks were located there, 
and Charter No. 1 under the National 
Bank Act was and is held there (by 
the First National Bank). 

So, early banking in Philadelphia 
must be looked upon not merely as a 
feature in the growth of the city, but as 
the first development of banking in the 
country. 

There had been so-called land banks 
before in Massachusetts and Pennsyl- 
vania, by which the colonies put out 
paper currency secured by land. Frank- 
lin’s first political pamphlet was written 
in 1729 to support such an issue, and he 
says that his friends thought fit to re- 
ward him by employing him to print 
the money. But these would not be con- 
sidered banks to-day. 

In 1780, however, another so-called 
bank was started which led directly to 
the first real bank. A letter from Wash- 
ington was read in the Pennsylvania 
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BANKS AND CITIES 


Philadelphia 


By 


assembly, foreboding the capture of 
Charleston by the British, and after the 
meeting, Thomas Paine, who was clerk 
of the Assembly, wrote to Blair 
M’Clenaghan starting a subscription 
for carrying on the war. This was taken 
up by M’Clenaghan, Robert Morris and 
others, and on June 17, 1780, they de- 
cided to use the £300,000 which they 
had collected in Pennsylvania currency 
to start the Bank of Philadelphia as an 
aid to the army. This so-called bank 
accepted bills of exchange drawn by the 
Continental Congress by its envoys in 
Europe and furnished cash for 3,000,- 
000 rations and 300 hogsheads of rum 
for the army. 

Robert Morris, who had become su- 
perintendent of finance and realized the 
value of this bank, in 1781 persuaded 
Congress to organize the Bank of North 
America in order to “anticipate the 
revenue, supply credit, and give a new 
spring to commerce.” 

This was the first genuine bank in the 
colonies. Morris subscribed $250,000 for 
the Government, many Bank of Phil- 
adelphia subscribers transferred their 
holdings, and the Bank of North Amer- 
ica opened on January 7, 1782, with a 
capitalization of $400,000. Inasmuch as 
most of the silver was in Spanish coin, 
it was decided to keep the accounts in 
Spanish dollars instead of pounds, 
which was later of great influence in 
determining our coinage. As that was 
before the decimal system, fractions 
were kept in ninetieths of a dollar, 
which, together with the acceptance of 
all sorts of foreign coins, must have 
complicated accounts. 

By June, 1782, Morris had borrowed 
$400,000 for the Government and dur- 
ing his administration increased this 
about $1,250,000. He wrote that “with- 
out the establishment of the bank, the 
business of the Department of Finance 
could not have been performed.” The 
bank also advanced $90,000 to Pennsy]l- 
vania to supply its quota to the United 
States, $22,000 for a warship on the 
Delaware River, and other sums. 


HERBERT MANCHESTER 


The story is told that in those un- 
certain times the bank did a great deal 
of actual window dressing and that the 
cashier, Tench Francis, had silver ar- 
ranged on an endless elevator to be 
hoisted, displayed to onlookers, lowered 
and hoisted again, in apparently un- 
limited amounts. 

Since there was a question as to 
whether the Continental Congress had 
the right to incorporate a bank, the in- 
stitution obtained a Pennsylvania char- 
ter on April 1, 1782. Its capital was 
soon increased by 4,000 shares at $400 
each to include persons who were plan- 
ning to start a new bank. But so much 
opposition arose that in 1785 its Penn- 
sylvania charter was repealed, and it 
was only after a political struggle that 
in 1787 the charter was renewed for 14 
years. 

The assistance rendered the Confed- 
eration by the Bank of North America 
together with the financial advantages 
of the Bank of New York, so impressed 
Alexander Hamilton that in December, 
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The Cradle of Liberty—the graceful 

tower of Philadelphia’s historic Inde- 
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Philadelphia today—a view from the steps of the Pennsylvania Museum of Art, with the city’s impressive skyline in the back- 


1790, in his message to the House of 
Representatives, he strongly recom- 
mended a national bank. This was car- 
ried, and Washington signed the bill 
over the opposition of Jefferson and 
Randolph. 

The capital was to be $10,000,000, of 
which the Government took one-fifth. 
When the books were opened in Phila- 
delphia for subscriptions, 24,000 
shares—or 4,000 more than could be as- 
signed to the public—were subscribed 
in 15 minutes. The first president was 
Thomas Willing, who resigned from the 
presidency of the Bank of North Amer- 
ica to take the place. The charter ran 
for only 20 years. 

The establishment of the first United 
States Bank in Philadelphia had a great 
indirect influence on the city by making 
it the monetary center of the nation and 
enabling it to maintain supremacy as 
the chief metropolis of the country—a 
position which New York was just be- 
ginning to challenge. 

Philadelphia’s prestige in money mat- 
ters was also confirmed in 1792 by the 
location of the United States Mint 
there, although its coinage amounted to 
only $2,534,000 before 1800. 

The idea of a Government bank im- 
pressed the Pennsylvania legislature so 
favorably that in 1793 it incorporated the 
Bank of Pennsylvania and subscribed 
to a third of the $3,000,000 capital. 

Another institution that helped to 
maintain the leadership of the city and 
that is still in operation, was the Phil- 
adelphia Bank (now the Philadelphia 
National Bank), founded in 1803 with 
George Clymer as president and James 
Todd as cashier. Since every charter 
in that period was a distinct and sepa- 
rate act by the legislature, and since 
this body had already conferred two 


ground 

charters on Philadelphia banks—which 
many thought were enough—the Bank 
of Philadelphia had to pay $135,000 
cash for its charter, agree to loan the 
state $100,000 at 5 per cent when re- 
quested, and permit the state to sub- 
scribe for 3,000 shares of stock for 
$300,000 in 6 per cent United States 
stock then worth only 90. 

One of the big problems then before 
the city was interconnection with the 
west. The banks urged and helped to 
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Modern skyscrapers in the banking dis- 

trict, viewed through the Broad Street 
arch of the City Hall 


finance the construction of turnpike 
roads to Pittsburgh, and in 1804 the 
first regular line of stages was put on. 
The time for the trip was advertised to 
take not over a week. 

After the first United States Bank 
lost its charter in 1811, the building and 
business of the bank were purchased by 
Stephen Girard who had amassed a 
fortune as a merchant and proceeded to 
accumulate a still greater one as a pri- 
vate banker. 

Other early banks still in operation 
were the Pennsylvania Company for In- 
surances on Lives and Granting Annui- 
ties (1812); the Bank of Germantown, 
which was founded in 1814; the first 
savings bank in the country, the Phil- 
adelphia Savings Fund Society, which 
was established in 1816; and the Ken- 
sington Bank, opened ten years later. 
An interesting point regarding the 
Pennsylvania Company at the present 
time is that, while it is the largest trust 
company and the second largest bank 
in Philadelphia, yet its title includes 
neither of the words “bank” or “trust 
company”, thus refuting the general 
idea that it is necessary to modify a 
time-honored name by adding “and 
Trust Company” when assuming fi- 
duciary powers under the Federal Re- 
serve Act. Following merger with the 
Bank of North America in 1929, the 
Pennsylvania Company also now holds 
the charter of that historic institution. 

The first United States Bank was 
scarcely closed when the Government 
began to feel the need of it in the War 
of 1812. The financial difficulties of the 
Administration for lack of banking fa- 
cilities in that period of stress led to the 
establishment in 1816 of the second 
United States Bank. The capitalization 
was $35,- (CONTINUED ON PAGE 56) 
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A National Summary 


pew the year 1931 the key bankers, in cooperation with the agricul- 
tural committees of the state bankers associations and the extension 
services of the colleges of agriculture, have reported definite and tangi- 


ble accomplishments as follows: 


Attendance at banker-farmer meetings, tours, short courses and 
agricultural committee conferences 

Funds expended by banks for agricultural improvement 

Number of county key bankers appointed 

Special agricultural activities engaged in by bankers 

Farm people encouraged to carry on project or demonstration 


In the key banker set-up it will be noticed that there is available a 
good sized army of bankers selected because of their interest in 
agriculture, who are not only making history in the banker-farmer 


Mr. Otis is Director of the Agricultural 
Commission of the American Bankers 
Association 


movement, but are available for contacts on short notice for the pur- 
pose of meeting emergencies demanding prompt action.—THE AUTHOR 


Banker-Farmer Teamwork 
How County Banking Groups 


By DAN H. OTIS 


Are Aiding Agriculture 


in contacting with the agricultural committees of the various state 

bankers associations, is carrying worthwhile ideas from one state to 
another and assisting in every way possible in selecting, adopting and 
formulating programs and plans best suited for the constructive activities 
of bankers along agricultural lines. 

This work is being developed through committee conferences, appoint- 
ment of county key bankers to represent the state committee in the respective 
counties, banker-farmer meetings, bankers’ agricultural short courses at the 
colleges of agriculture, banker-farmer tours, joint meetings of agricultural 
committees with civic clubs, chambers of commerce, 4-H Clubs, Future 
Farmers of America and similar organizations, and by demonstrations sup- 
ported by bankers supervised by the county agent. The key banker’s method 
of appointment, duties, how he functions and a few illustrations of the results 


Ts Agricultural Commission of the American Bankers Association, 


that have been obtained are discussed in this article. 


who is making himself popular 

and invaluable because of the part 
he is taking in emphasizing the value of 
organization and the application of 
business principles to farming. He is a 
good speaker and has a happy faculty 
of emphasizing his points with appro- 
priate stories. He is the special delight 
of 4-H Club gatherings, where the boys 
and girls listen to his stories and his 
fine philosophy of life with intense in- 
terest and inspiration. Among other 
things, he brought together the bank 
and representatives of limestone com- 


Bellville, Ohio, lives a banker 
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panies in an effort to further the pro- 
duction of legumes. He has been per- 
fecting a county-wide bankers’ group 
to function with the extension service 
of the College of Agriculture. 

Who is this banker? Officially he is 
known as the county key banker of 
Richland County. There are 2,480 oth- 
ers in the United States, scattered over 
as many counties in 39 states. 

Who selects and appoints these key 
bankers? The agricultural committees 
of the respective state bankers associa- 
tions, frequently in consultation with 
representatives of the extension service 


of the colleges of agriculture, who con- 
tact many bankers who are interested 
and aggressive along agricultural lines. 
The key banker reports to the chairman 
of the state committee, or in some large 
states to the district chairman. Since 
success or failure of the bankers’ agri- 
cultural program rests largely upon the 
shoulders of the county key bankers, 
the aim is to select men who have the 
confidence of the community and who 
possess traits of leadership. These men 
are vital to the inauguration and carry- 
ing out of an effective and constructive 
program in their réspective counties. 
Reports show that best results occur 
where the key bankers are most active. 

How do key bankers function? They 
are charged with definite responsibili- 
ties. First, they seek an interview with 
the county agricultural agent, and se- 
cure suggestions as to definite projects 
in his program upon which the bankers 
of his county might cooperate. Second, 
where conditions permit, he arranges 
for a meeting of the bankers of the 
county with a program devoted to agri- 
culture. He arranges with the county 
agent, and if possible some other rep- 
resentative of the college of agriculture, 


51,962 
$84,483 
2,481 
12,430 
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to take charge of the program. At this 
meeting the county agent is usually 
asked to submit a definite project for 
the bankers to approve and adopt as 
their program for the year. The aim is 
to have the key banker provide for one 
meeting of the bankers of the county 
annually with a program devoted to 
agriculture. Where meetings are impos- 
sible, personal visits to banks of the 
county are sometimes made in com- 
pany with the county agent. In many 
communities successful county tours are 
inaugurated under the leadership of the 
key banker and the county agent. The 
key banker might properly be called the 
connecting link between the bankers of 
his county and the college of agriculture. 


TYPICAL ILLUSTRATIONS 


Lime and Legumes in Kansas. It 
was a great day for Wilson County, 
when over 700 bankers, farmers and 
other business men, including the gov- 
ernor of the state, gathered for a county 
tour to inspect the effect of using lime 
in growing alfalfa and sweet clover. The 
year before, under the leadership of the 
key banker, now governor of the state, 
each bank in the county located at least 
one farmer who was willing to try out a 
demonstration. The county was facing 
decreasing crop yields. Although best 
results are not obtained the first year, 
yet on this tour the results were impres- 
sive. Where no lime was applied the 
plants were yellow in color, spindling 
and the growth only a fraction of that 
on soil where lime had been added. 
Commenting on the day’s experience 
a farm editor said, “Of unusual interest 
to me was the way in which the im- 
proved practices are being brought to 
the attention of the community. It joins 


Planning and programing the work. A typical meeting of county bankers con- 
sidering the project recommended by the county agent and the extension director 


banker and farmer in a team seeking, 
without prejudice, ways in which their 
agriculture could be helped.” Remarks 
of farmers are quoted as follows: “A 
perfect day.” “That kind of demonstra- 
tion would convince the most pessimistic 
crank.” “The benefit of using lime on 
alfalfa is apparent, and the untreated 
plots were so near like our own alfalfa 
fields with no treatment that I believe 
no one could doubt the benefit of the 
work that is being done.” 

Corn in Wisconsin. “What do you 
want us to do?” asked the key banker 
of Dane County on receipt of notice of 
his appointment. After lunching with 
the county agent, plans were developed 
for a county bankers’ meeting, with the 
program devoted to more profitable corn 
production. Twenty-five bankers spon- 


Field work. A county key banker addressing a 4-H Club in Richland County, Ohio 


sored six boys each and purchased one 
bushel of seed corn for their use—the 
best seed corn available. Imagine the 
flush of pride visible through tan and 
freckles on the faces of the lucky boys 
when each banker visited his group on 
the farm during the summer “to talk 
things over.” These boys were develop- 
ing standards for their dads. With their 
record books they could answer the im- 
portant question, “Did it pay?” In the 
fall there were 81 boys who completed 
the project, including records, and were 
asked to exhibit ten-ear samples of their 
corn. The same project was continued 
the next year with 91 boys completing 
projects, with records and exhibits. 
Profitable Program for Tennessee. Is 
$400,000 additional income over a pe- 
riod of three years worthwhile for a 
county? That is what is reported from 
Johnson County. When appointed, the 
key banker looked around for his oppor- 
tunity. There was no county agent, and 
the county board refused to make an 
appropriation for one. Undaunted, he 
raised the necessary funds through pri- 
vate subscription. He did the same thing 
the next year. After the third year ap- 
propriations were secured. In the mean- 
time he and the county agent introduced 
tobacco, potatoes and cabbage as addi- 
tional cash crops, and dairy and poultry 
raising for livestock. They standardized 
on Green Mountain potatoes, the bank 
sponsoring the buying of a carload of 
certified seed. They also purchased high- 
quality tobacco seed. Several hundred 
settings of eggs from purebred flocks 
were purchased and distributed through 
the banks of the county. After consider- 


33 
i 
a ; 
| 
f 
Bis] 
| 
* ~ 


BANKERS 


CORN CLUB 


Results. Ten-ear corn exhibits from 4-H 
Club boys of Dane County, Wisconsin 


able effort a market for dairy products 
was assured when the Kraft company 
located a cheese factory at Mountain 
City. In the third year farmers sold 
$45,000 worth of milk, $150,000 worth 
of tobacco, and 55 carloads of potatoes 
and cabbages—some step from the $25,- 
000 worth of cash crops sold three years 
before, when the county key banker 
first stepped into the picture. 

Pasture Improvement in Vermont. 
Increasing the carrying capacity as high 
as 300 per cent was one of the results 
accomplished in several counties in Ver- 
mont. This is especially important when 
we remember that 65 per cent of the 
farm income of the state is from dairy 
products and the sale of dairy cattle. 
Not only was there more feed produced, 
but better and more palatable feed. The 
cows on fertilized pasture gave a better 
flow of milk and kept in better physical 
condition. 

This banker-farmer project was 
started at a county meeting of bankers. 
Seventeen banks and 22 farmers started 
a move that has spread over the entire 
state, and has stimulated other states. 
In two counties illustrated bulletins have 
been published, showing results accom- 
plished. The project was started by each 
bank putting up $10, or assuming the 
expense of fertilizer for three one-eighth 
acre plots used by each farmer listed in 
the demonstration. The results were so 
striking and convincing that the follow- 
ing year these demonstration farmers 
and many of their neighbors who had 
become interested carried the work on 
to larger fields at their own expense. 

County Tours in California. Sixteen 
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H. H. Woodring, formerly the key bank- 
er for Wilson County, Kansas, and now 


the Governor of Kansas (1931-32) 


county tours and a total attendance of 
844, all in one year, is a report hailing 
from California. The net result, reports 
the director of extension, is “‘a real burst 
of light to those who attended.” “The 
city men showed enormous enthusiasm 
and interest.” One man said that he had 


seen more of his home county and 
learned more about her people during 
the one day of the county tour, than in 
his 67 years of residence. 

These tours were arranged by the 
county key banker and the county agent, 
Their value is again expressed by the 
director of extension when he says, ‘““The 
influential men of the town, as well as 
the farmers, have a large part in agri- 
cultural developments. Many serious 
mistakes have been made through ig- 
norance, mistakes which could have 
been entirely prevented if the farmers 
and city men had understood the back- 
ground of our agricultural conditions. 
It is with a wish to accomplish all this 
that these tours were held.” 

Concerted Action in Utah. “We are 
glad to report that key bankers are now 
functioning in all the counties of the 
state except four,” says the chairman of 
the agricultural committee. 

In summarizing the work of his 24 
key bankers in those counties he dis- 
covered the following results which re- 
vealed definite accomplishment in bank- 
er-farmer work: 

Sixteen bankers’ meetings had been 
held stressing agriculture. Forty-one 
bankers had been visited by key bank- 
ers. Twelve key bankers had made coun- 
ty agent contacts. Nine key bankers had 
been in touch with high school agricul- 
tural teachers. Seven key bankers co- 
operated with farm bureau officials. 
Forty boys’ and girls’ club projects had 
been sponsored by banks. Twenty-four 
banks had started banker-farmer pro- 
jects as result of key banker efforts. 
Twenty-eight banks financed club work 
totaling $25,720, and other special agri- 
cultural products in the various counties 
were also financed by banks, to the 
extent of $242,750. 


A typical banker-farmer program. The gathering and exhibit here took place 
at the University of Tennessee during a Tennessee bankers convention 


: 34 
tiff, “i 
et 
\ COUNTY 
4 
4 > 
. 
: 


Do They Offer Opportunities 
lf Intelligently Selected Now, 
or Are They to be Avoided? 


Real Estate Loans 


By HUGH W. GROVE 


S it usually happens when a popu- 
A lar idea comes under general fire, 
the more talk there was against 

the safety of real estate loans and in- 
vestments, the greater grew the enthusi- 
asm against them. The most vocal 
bankers and writers in the field must 
have been occasionally astonished by 
the vehemence of the opinions they 
expressed—something that frequently 
happens in the heat of argument. I sus- 
pect that a good many people who have 
been saying the harshest things about 
real estate loans may well have been 
saying more than they really believe. 
Do not misunderstand me as taking 
an untenable position in defense of real 
estate loans. The situation as it stands is 
not pleasant. In every bank someone 
must spend a good deal of time attempt- 
ing to straighten out the tangles from 
one cause or another arising from de- 
faults. I cannot, nor do I wish to, assert 
that all is well in real estate investments. 
But before we investigate the general 
situation, let’s look at something specific. 
For many years our institutions have 
been making mortgages in Milwaukee 
County for our trusts and for large 
Eastern insurance companies. Recently 
the real estate manager of one of these 
insurance companies visited us and, 
with one of our officers, went over their 
local loans. He counted on one hand 
all those mortgages which were in de- 
fault out of a total of a good many mil- 
lions of dollars—a total face value of 
less than $50,000. All but one of these 
are in default as to amortization of 
principal but they are keeping up in- 
terest payments and part of the prin- 
cipal instalments. The fourth belongs to 
an owner who has had loans with this 
insurance company on various pieces of 
property continuously for many years, 
has always been good, and is only 
temporarily embarrassed. The company 
is accepting half the current interest 


On Main Street and beyond in cities and towns the country over, practically 
all types of building property—office buildings, stores, hotels, churches, 
apartment houses, homes, and so on—have added enormous loan problems 
to the current ills of business. But has the depreciation in top-quality mort- 
gages actually been greater than that of top-quality bonds, where both were 
ably purchased and carefully watched? Mr. Grove, vice-president and trust 
officer of the First Wisconsin Trust Company of Milwaukee, believes not, 
and urges that this whole question be clarified because “if real estate loans 
are inherently dangerous, then new avenues must be found for the safe in- 
vestment of institutional and trust funds—and as a nation we must resign 
ourselves to a restricted building program for many years. But if real estate 
loans are inherently safe, then the sooner we all recognize the fact, the 
better for everybody.” 


from him on this one loan, with every 
assurance that it will all come out well 
eventually. 

In short, unless this country is in for 
a period of depression of an intensity 
and duration far beyond what even the 
most pessimistic bankers expect, that 
insurance company will not lose a cent 
on several million dollars in mortgage 
investments in our area. It is having 
a similar experience in most areas 
throughout the country. And there are 
literally hundreds of other seasoned in- 
vestors in real estate paper who are 
having no worse luck. 

Why? Because these people have 


bought only good loans. Another life 
insurance company in its annual report 
for 1932 gave a total of real estate loans 
running into nine figures. It reported 
that losses so far incurred were under 
$15,000, and it estimates that the maxi- 
mum loss it will take on the lot is 
$50,000—a figure which the president on 
his own responsibility declares is set 
too high. 

The only reasonable appraisal of any 
problem is in relation to comparable 
problems. Suppose we compare real 
estate securities and bonds of a type 
suitable for trust funds. Our own ex- 
perience and observation has been that 
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the depreciation in top-quality mort- 
gages has been no greater than the 
depreciation in top-quality bonds, and 
that when we consider mortgages and 
bonds of any lower classification the 
advantage so far is with the mortgages. 
To the best of my knowledge, this has 
been the experience of every financial 
institution which purchased its mort- 
gages as ably as it purchased its bonds, 
and then watched them with equal care. 

The comparison would not be entirely 
fair if it were left in these terms. Over 
against the general advantage that well- 
chosen mortgages show over bonds of 
equal quality, it is necessary to consider 
the effect of the open market for bonds. 
The open market has preserved for such 
listed bonds a liquidity at all times. This 
very liquidity, to some extent a register 
of unwilling sellers, has tended to force 
down the prices of good bonds. In- 
vestors faced with the necessity for cash 
have usually been forced to hold their 
mortgages and sacrifice some of their 
bond holdings when sacrifices were un- 
avoidable. Because quotations on real 
estate securities are more often nominal 
than real and because there is no open 
market for real estate loans, market 
quotations have little bearing as a col- 
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The pendulum swung too far toward careless, even ignorant, lend- 
ing on real estate security during boom times. It has now swung 
too far in the other direction, until many bank officers and direc- 
tors see red at the mention of real estate. Somewhere between lies 
the truth, and in the truth lies the greatest good of the general fi- 
nancial situation and the greatest profit to the banks and trust 
companies which act accordingly.—The Author 


lective appraisal of value in this group. 
It may be argued that the loss sus- 
tained by investors in other types of 
securities offers no reason why real 
estate loans are good investments. In 
the absolute sense this is true. But if 
anyone can tell us of types of invest- 
ment otherwise acceptable which might 
be expected to lead to better results, 
he will be doing a great service to the 
financial institutions of this country. 
The officers in charge of the real 
estate department of a large city bank 
recently became tired of being told by 
their colleagues in other departments 
about the losses for which they were re- 
sponsible. So they compiled a tabula- 
tion of defaults on real estate loans they 
had handled. This bank at all times has 
been reasonably careful of the quality of 
its real estate loans. Not to go into per- 
centages, the tabulation disclosed 
several hundred thousand dollars’ 
face value of these mortgages in 


default. The figure looks impressive, 
and undoubtedly these defaults loom 
large to those small investors who hap- 
pened to buy the mortgages which sub- 
sequently turned sour. At the same time, 
the bank tabulated the prospects of 
recovery on these defaulted loans. By 
present prospects, most of these defaults 
will cost the mortgage holders nothing 
except a delay in getting their money. 
The rest of the defaults will probably 
lead to a small percentage of loss— 
averaging between 15 percent and 25 
percent. Compared with the volume of 
real estate loans handled through the 
institution, either the total of mortgages 
in default or the predictable loss to in- 
vestors shrinks into insignificance. As 
the officer in charge of that real estate 
department was reported to have said 
in an officers’ meeting, if the bond de- 
partment could show a percentage of 
loss to investors no greater than that 
incurred through the real estate depart- 
ment, its bond 
salesmen would be 
bragging the figure 
all up and down 
the financial dis- 


Loans 
to Help Build Small Homes 


T HIS bank is now ready 
to make construction 
loans to customers who 
want to build their own 
homes. 


This is part of the nation- 
wide effort to put more 
dollars to work, put more 
men to work, encourage 
material-buying, and point 
the way toward a general 
business recovery, fox 
tered by banks and by the 
government and aided by 
the Reconstruction 
Finance Corporation. 


We believe that thrifty 
citizens, of the home-own- 
ing type. should be among 


the first to receive the 
benefits of improved 
credit conditions. 


In Cleveland today there 
are hundreds of men, with 
a few thousand dollars put 
away, who would like to 
take advantage of present 
remarkably low building 
costs, and build. for their 
families. the sort of homes 
they have always wished 


to own. 


We desire to encourage 
especially the building of 
these small homes; and 
therefore, we are limiting 
the amount of any one 
loan to 35,000. 


Applications for construction loans may 
be made at any of our offices after July iat. 


“UNION TRUST: 


Them Consideration 


LL SELECTED first mortgages 

on real estate have held their own 

as the safest and best investments, points 

out M. Morganthau, Jr., President of the 

National Realty Service Corporation, as 
quoted in the “New York Times.” 


Realty mortgage loans aggregating 
more than $150,000,000 were author- 
ized by the Prudential Insurance Com- 
pany of America in 1931. The Metro- 
politan Life Insurance Company report- 
ed loans for the last year totalling more 
than $148,000,000. Prudential loans on 
dwellings provided accommodations for 
17,312 families. 


No class of security has given as good 
account of itself as first mortgages on 
real property in Virginia. 

American first mortgage loans provide 
dwellings for families and homes for in- 
dustries and institutions. They are safe 
investments secured by properties in 
Richmond and vicinity—properties you 
know. They yield 6% to those who have 
funds for investment and confidence in 
Richmond and its future. 

x 


ICAN 
BANK AND TRUST COMPANY 
Richmond. Virginia 


Capital, Surplus, Profits $5,000,000 
Member 
Federal Reserve System 
National Credit Corporation 
Clearing House Association of Richmond 


These local newspaper advertisements reveal the confidence of two large banks in home construc- 


trict. 

The statistics of 
life insurance com- 
pany investments 
show no decrease in 
the proportion of 
their  investable 
funds put into real 
estate loans—after 
first deducting the 
money loaned to 
policyholders 
against their poli- 
cies. In fact, since 
1908 the percent- 
age of the total in- 
vestments of the 52 
largest life insur- 
ance companies’ in- 
vestments in real 
estate mortgages, 
as reported recent- 
ly by an insurance 
trade paper, had 
in- (CONTINUED 


tion loans and the security back of good first mortgages in their communities. Note the timeliness 
of the Union Trust Company’s copy in line with the Reconstruction Finance program 
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Trust Opportunities 


in Pension Plans 


This Service Is Still in an 
Early Stage of Development 


By GILBERT T. STEPHENSON 


need of making provision for its in- 

capacitated and superannuated em- 
ployees. As a matter of conscience, it 
should make some provision for those 
who have devoted their productive 
years to its service without laying by a 
sufficiency for their old age. As a mat- 
ter of business, it should be free to re- 
place old men and women with younger 
ones without subjecting itself to the 
charge of inhumanity. As a matter of 
efficiency, men and women will work 
more resultfully if they know that their 
old age or incapacity is being provided 
against. Sound pension plans would, 
therefore, seem to appeal to every in- 
stinct of humanity, justice and good 
business. 

Already there are pension plans in 
operation in many fields of industry, 
commerce and finance. Among the earl- 
iest plans were those of the American 
Express Company, about 1875, and of 
the Baltimore and Ohio Railroad, about 
1884. The United States Steel Corpora- 
tion was also one of the first to es- 
tablish a pension system. About 500 
industrial pension plans are now in 
existence, very few of which antedate 
1900 and all but about 100 of which 
have been adopted since 1910. 

Pension trusts, on the other hand, are 
even more of comparatively recent ori- 
gin and, it may be said; are still in the 
early stage of development. By pension 
trust is meant a plan whereby the pen- 
sion fund is completely segregated from 
all other funds of the company and is 
trusteed to a bank or trust company to 
hold, invest and pay out on order. 
Among the instances of conversion of 
pension plans into pension trusts, the 
most notable is that of the American 
Telephone and Telegraph Company, 
which has had a pension plan since Jan- 


| ee has long recognized the 


Just as companies already having pen- 
sion plans are converting them into 
trusts, it is to be expected that other 
companies adopting new pension plans 
in the future will trustee those funds. 
Therefore Mr. Stephenson believes that 
trust institutions should be prepared to 
advise corporation customers not only 
about the trust features of pension 
plans, but about the administrative fea- 
tures as well. The accompanying article 
is the fourth of a series in which Mr. 
Stephenson, vice president of the Equi- 
table Trust Company of Wilmington, 
Delaware, is discussing new trust services 


for American industry 


uary 1, 1913, but whose pension funds 
were not trusteed until December 31, 
1927. 

While there is little uniformity among 
the 500 independently established plans, 
there are certain features that, in the 
nature of the case, are common to all 
of them. There is a pension board— 
called by different names, of course— 
for the administration of the fund. 
There are detailed provisions about 
eligibility to share in the funds, about 
the amount and duration of the benefits, 
and about the sources of the funds— 
whether contributed wholly by employ- 
er or employees, or partly by each. 
There are provisions for the protection 
of the beneficiaries under which they 
are not permitted to assign or pledge 
their benefits, and provisions for widows 
and children, under which they may 
share in the benefits even after the em- 
ployee’s death. There are protective pro- 
visions also for the company, under 
which any contractual rights to employ- 
ment or to benefits or to acceptance of 
other employment while a beneficiary, 


in competitive enterprises, are negatived. 

When the management of the fund 
is committed to a trust institution as 
trustee, the latter assumes the usual 
duties of that fiduciary relationship, 
and the administrative features of the 
trust agreement are not essentially dif- 
ferent from those of other trusts. That 
is to say, there are provisions for the 
modification or termination of the plan, 
for the substitution or resignation of the 
trustee, and for the compensation of 
the trustee. 

One feature of the investment powers 
of the trustee warrants comment. Some 
of the pension trusts authorize the trus- 
tee to invest in the securities of the 
company that creates the pension trust. 
This practice, on the whole, is inad- 
visable. It is, in a way, defeating the 
very purpose of the trust—that of seg- 
regating pension funds from other as- 
sets. It is staking the success of the pen- 
sion plan upon the progress of the com- 
pany. If the pension fund is invested 
in the securities of the company estab- 
lishing the fund and the company later 
gets into financial difficulties and the 
value of its securities is lost or ma- 
terially impaired, the pension fund it- 
self may be lost or impaired. If the 
company should get to the point of 
being closed down and liquidated, the 
employees would be thrown out of 
work and their pension prove to be 
largely or wholly worthless. The safer 
course, by far, is to invest the pension 
funds in securities other than those of 
the company itself, and give the trustee 
a free hand in making the investments 
and hold it strictly accountable for re- 
sults. 

The main question is: What are the 
advantages of trusteeing pension funds 
over carrying them on the books of the 
company as reserves? There are three 
main advantages, namely: Setting up 
a separate fund and segregating it from 
the assets of the company; committing 
the administration of the fund, which is 
essentially a trust fund, to an insti- 
tution that makes a business of admin- 
istering trusts; and taking advantage of 
the tax savings that the Federal Gov- 
ernment allows pension trusts. 

If the company sets up a pension fund 
as a reserve on its own books without 
segregating it from other funds, it re- 
mains a part of the assets of the com- 
pany subject to its debts. It means also 
that it will be subject to the natural 
temptation to be used for other pur- 
poses if the company should get into 
financial straits. However, if the fund 
is created (CONTINUED ON PAGE 77) 
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Gold—Gold Standard—Gold Supply. Here we see a Canadian source for the slowly increasing stock of this precious mone- 
tary metal, the Hollinger mine in the Porcupine district of Ontario, said to be one of the world’s largest producers 


Canada’s Status As a Debtor 


By W. A. McKAGUE 


T THE present time, when some 
Ay formerly of good credit 
have defaulted, and the founda- 
tions of the greatest are shaken, the 
position of any borrower may well be 
analyzed. The United States is esti- 
mated to have invested about $4,000,- 
000,000 in Canada, through purchases 
of public and corporate securities, 
branch plants, and direct investments 
in property. In fact the Dominion has 
been the most important foreign outlet 
for United States capital. 

Of course under present conditions, 
in Canada as elsewhere, values of cor- 
porate securities, plants and properties, 
are greatly depreciated, and will not be 
restored until some fundamental change 
in general conditions takes place. But 
investors are at least hoping that gov- 
ernmental and municipal debts will be 
met. Approximately $1,000,000,000 of 
such bonds of Canadian governments 
and municipalities are estimated as be- 
ing held in the United States, so that 
even in this restricted class the United 
States has a heavy stake in Canada, 
and an analysis of the security from 
this viewpoint is in order. 

Though Canada is a young country, 
its government issues in the past have 
usually ranked with the best of the 
“foreign” list in New York, because 
Canada is part of the British Empire 
and also because of the close physical, 
commercial and financial relations be- 
tween the two countries. At present, 
when foreign government dollar loans 
are quoted all the way from five cents 
on the dollar up to a premium over 
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The Imperial Conference at Ottawa is a 
British family affair, yet one result, par- 
adoxically, has been to emphasize the 
close economic kinship existing between 
Canada and the United States. The Do- 
minion and the United States have grown 
up together. The writer of this article 
has drawn a concise picture of Canada’s 
underlying strength and the share which 
United States’ capital has had in its de- 
velopment. Mr. McKague is a Canadian 
economist whose recent volume, “In- 
vestment’’, is regarded as a valuable text 


book on the subject 
& 


par, indicating radical changes in the 
credit status of nations and the belief 
in many instances that repayment will 
never be made, Canadian issues remain 
relatively high, though they are no 
longer at the top. No Canadian govern- 
ment, either Dominion or Provincial, 
has yet defaulted, nor is there any im- 
minent danger of such default, but the 
Canadian authorities face numerous 
difficulties at the present time, and the 
situation clearly requires careful han- 
dling if Canada is to come through the 
present period with its credit intact. In 
Canadian municipal securities there 
have been some defaults, and the pres- 
ent situation is critical. 

The countries comprising the British 
Empire have in fact all met their ob- 
ligations, but anyone who has followed 
economic and political developments 
throughout the Empire knows that in 
one or two cases government defaults 


have been dangerously near. The most 
important example is the state of New 
South Wales, in Australia, where a late 
labor government actually decided to 
repudiate, and opposed the efforts of 
the federal authorities to cover its fi- 
nancial needs; this state government 
was defeated in a recent election, and 
at a conference of all Australian prem- 
iers, federal and state, on June 30, 
resolutions were unanimously passed 
towards meeting the situation. 

This illustrates one important point 
—the states of Australia, and also the 
Provinces of Canada, have sovereign 
powers in respect to their own debts; 
that is, neither the federal government, 
nor the government of Great Britain 
itself, has direct legal control over state 
or provincial borrowings or repay- 
ments. A second case, probably not so 
well known in the United States, is 
Newfoundland which, though near to 
Canada and having a population of 
only about 270,000, is politically sepa- 
rate from Canada, with an independent 
status within the Empire. Newfound- 
land has a debt of about $100,000,000, 
which is a heavy burden considering 
the limited means of the Island, and it 
is no secret that temporary suspension 
of debt payments was one alternative 
in the mind of the late government 
there. But the British government sent 
over a financial “adviser”, a change in 
government has taken place, an inter- 
nal loan is being raised, and an oil and 
gas monopoly was granted to Imperial 
Oil, Ltd. (Canadian associate of the 
Standard Oil Company of New Jer- 
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sey) in return for a substantial loan. 

The Dominion of Canada is the most 
important country of the Empire, apart 
from the mother country itself, and 
India which is not yet entirely self- 
governing. Population of Canada is 
mainly Anglo-Saxon, of the type which 
is able and willing to pay its debts ex- 
cept under extreme conditions, while 
the French-Canadians who comprise 
about one-third the total, and some 
sections of northern European stock, are 
equally good risks. Foreign populations 
most subject to “red” influence are com- 
paratively small and scattered, though 
there are a few danger points. 

Economically, Canada is doing as 
well as most countries at present. It has 
the resources and equipment for low- 
cost production and marketing of grain, 
lumber, metals and other important 
raw materials. Its water-powers and 
manufacturing capacity are over-de- 
veloped in relation to present needs. Its 
banks, life insurance companies and 
other financial institutions have shown 
up well in recent years. 

An official estimate gives a total of 
$30,840,000,000 as the wealth of 
Canada, made up chiefly of land values, 
buildings and other improvements, 
stocks of goods, public works and prop- 
erty, but not counting undeveloped 
natural resources. Annual income or 
production, of services as well as goods, 
is estimated at $6,000,000,000. These 
are 1929 figures, but allowing for heavy 
shrinkage since that time, there un- 
doubtedly is security for a considerable 
debt, and a real ability to pay. 

Public debts, in round figures, are as 
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Public authorities in Canada as elsewhere were adverse at first to 


cutting their budgets, but this year drastic reductions are being ef- 


fected through force of circumstances. Taxpayers who formerly 


urged their governments on to higher and higher expenditures, are 


now demanding curtailments, and this is probably the most hopeful 


sign for the future of Canadian public credit.—The Author 


shown in the following brief tabulation: 


Dominion net debt, in- 
cluding debt of Canadian 
National Railways to public $3,600,000,000 
Provincial debts $1,100,000,000 
Municipal debts $1,300,000,000 


Total public debts $6,000,000,000 


This undoubtedly is a heavy burden 
for a country of 10,000,000 persons. It 
is scarcely correct to set this total 
against the total wealth of the country, 
however, since the governments and mu- 
nicipalities directly own sinking funds, 
harbours, canals, highways, public build- 
ings and other works of great though 
perhaps not of definite market value. 


SOURCES OF DIFFICULTY 


THE debt burden in Canada was car- 
ried easily enough in prosperous or 
normal times. Present difficulties are 
due to three main causes: First, the de- 
cline in prices of commodities, espe- 
cially grains and others important in 
Canada, which has greatly reduced in- 
comes, business volume and sources of 
taxation; Second, extravagance in pub- 
lic expenditures, which in many places 
got out of hand in recent years; and 
third, obligations payable in New York 
which, with Canadian currency depre- 


CANADIAN DEPT. OF INTERIOR 


Pulpwood on a lake in the Province of Quebec—another example of Canada’s 
vast resources 


ciated as at present, involve heavy pre- 
miums on remittances to New York, 
since Canadian as well as U. S. holders 
of such securities take advantage of 
their privilege of collecting in New 
York funds. 

There are three types of government, 
or public, borrowers in Canada. The 
first two are the Dominion Government, 
and the nine provincial governments, 
constituted under the British North 
America Act passed by the Parliament 
of Great Britain in 1867. The third 
class comprises the municipalities, 
numbering some thousands, which are 
under provincial control. While the 
Dominion and the Provinces have 
sovereign power over their own respec- 
tive finances, the municipalities have 
the status of corporations, and can sue 
or be sued in the courts. 

The Dominion or federal govern- 
ment itself has power to raise money by 
any kind of taxation, but has confined 
itself chiefly to customs and excise 
duties, and to the income and sales 
taxes which were inaugurated in the 
war period or shortly after. The 
Dominion debt in 1914 was only $336,- 
000,000. The war cost was met through 
borrowing, new taxes being levied with 
the intention of meeting the additional 
annual charges, and this has been ac- 
complished in the main. The national 
debt in 1923 was $2,450,000,000, by 
1930 it was reduced to $2,178,000,000, 
but through deficits of the past two 
years it is again up to near the former 
figure. Aside from the fact that rev- 
enues have declined, while its interest, 
pensions and certain other charges are 
practically fixed, the Dominion Gov- 
ernment has a tremendous problem on 
its hands in the Canadian National 
Railway system now owned and oper- 
ated by it and which has over $1,200,- 
000,000 of funded debt outstanding in 
the hands of the public, while large 
loans have been made to it directly by 
the government. In the prosperous 
years the system had some net revenue 
applicable to interest, but under pres- 
ent conditions it is barely meeting its 
operating expenses, so that the interest 
charges are a heavy drain on the 
Dominion (CONTINUED ON PAGE 75) 
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HE commerce of the world must 

have price stability at present lev- 

els, or, preferably, somewhat high- 
er prices. Commerce cannot progress 
with a medium of exchange which is 
steadily appreciating, thereby steadily 
impoverishing a greater number of 
people, as gold has been doing in recent 
years. Besides, gold is incapable of 
serving commerce adequately. Through 
insufficiency primarily, and maldistri- 
bution, of that metal secondarily, com- 
modity prices have declined steadily, 
even before the depression began. And 
we are just now nearing the beginning 
of a decline in gold production. 

The South African Witwatersrand, 
which has produced in recent years 
about $200,000,000 annually, or nearly 
50 per cent of the world’s gold pro- 
duction, is rapidly approaching the 
point of diminishing output. The pres- 
ent depth of 7,500 feet of the very deep 
workings cannot be greatly exceeded, 
physically or economically. Years of 
personal experience in mining and en- 
gineering, with much experience on the 
Rand, warrants that conclusion. 

There is only scant possibility of re- 
placing the inevitable decline in Rand 
output. New finds are certain from 
time to time, and some of these may 
prove relatively important. Canada, 
Siberia, and perhaps other countries 
hold promise, but when these are set 
beside the declining Rand their output 
will not be significant. Furthermore, 
even should the unlikely occur, and a 
new gold field of major importance ap- 
pear, a number of years would be 
necessary for its development, during 
which period the world would continue 
in the grip of price decline. 


Gold is incapable of serving 
commerce adequately. .. . 
The outlook demands im- 
peratively that the monetary 
base be broadened. .. . We 
of the gold standard nations 
cannot afford to try to solve 
our problems without con- 
sidering non-gold countries. 
... Expansion of the mone- 
tary base must be brought 
about by international col- 
laboration. . . . 


—The Author 


Silver: Is It 


Remonetization Is Imperative 


By JOHN HAYS HAMMOND 


This outlook demands imperatively 
that the monetary base be broadened; 
that gold be supplemented. Our money 
must expand to keep pace with grow- 
ing commerce’s need for a medium of 
exchange; otherwise, prices will con- 
tinue their disastrous fall. In the past 
this necessary expansion has been about 
3 per cent per annum. Whether that 
rate of growth is to continue or be- 
come less has no bearing on this prob- 
lem: the monetary base must be in- 
creased more than is possible with gold 
alone. 

Within gold standard countries al- 
most any metal theoretically could be 
used to supplement gold. But, for the 
good of the entire world there is but 
one candidate—silver. In gold stand- 
ard countries silver is familiar as 
money. In countries where silver plays 
an important part in national econ- 
omy, however, the choice is even more 
vital. These include the Orient and 
certain Latin American nations. 

Stable and higher commodity prices 
are as important to Asia and Latin 
America as to rest of the world. Fur- 
thermore, much of the accumulated 
wealth of these areas is silver. Finally, 
even though gold production were ad- 
equate, these countries could not adopt 
the gold standard because it necessi- 
tates the extensive use of checks and 
paper money—in other words, a high 
degree of financial organization. For 
them that is many years away. Mean- 
while, they must have metal money, 
and gold is not available; besides, gold 
cannot be divided into sufficiently small 
units for these countries even if it were 
available. 

We of the gold standard nations can- 
not afford to try to solve our problem 
regarding gold without considering non- 
gold countries, for in the latter lies the 
greatest possibility for the expansion of 
commerce in the future. Our future in- 


deed will be to a great degree inex- 
tricably bound to the Orient and to 
Latin America. 

Expansion of the monetary base is, 
of course, impossible in one nation 
alone. It must be brought about by in- 
ternational collaboration. Otherwise, 
Gresham’s law would operate with dis- 
astrous consequences to the nation 
which tried it single handed. Nor does 
it matter that the ratio in which silver 
is added to gold for the monetary base 
be high, but it should be borne in mind 
that the relative production of silver 
and gold for many centuries has been 
13 to 1. The appropriate ratio can be 
determined by experts after a study of 
their relationships. But it is at least 
certain that it would not be anywhere 
near the present, i.e. 70 to 1, to which 
silver has been driven, not by depres- 
sion, not by over-production, but by 
demonetization. 


John Hays Hammond is an engineer of 
international repute, whose experience 
has included the appraisal of mining 
properties throughout the world, espe- 
cially as to gold production. At one 
time, he was associated with Cecil 
Rhodes in the Transvaal, and is thus well 
informed on South African conditions. 
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To the extent that silver has more sub- 
stantial value than unsecured paper 
money, the proposal that central banks 
add silver to their metallic reserves 
has merit. Nevertheless, adoption of 
the proposal would probably lower the 
quality of the reserves of central banks 
by a greater percentage than the quan- 
tity of such reserves would be increased. 
Hence the net result would be impaired 
confidence in currency rather than the 


Money or Commodity? 


Fallacy Permeates the Issue 


By W. W. CUMBERLAND 


subjects of economic fallacy and 

illusion. Monetary disturbances 
can almost always be depended upon to 
revive the silver myth. Accordingly, 
“doing something for silver” has again 
been put forward as a certain cure for 
our economic distress. 

Various methods of “doing something 
for silver” have been suggested, rang- 
ing from an international conference 
to remonetize silver, to addition of sil- 
ver to the metallic reserves of the sev- 
eral central banks, to direct government 
purchases of silver and price-fixing de- 
vices. Presumably “doing something 
for silver” is merely a means to spe- 
cific objectives, and these objectives 
should be carefully examined. If those 
objectives are undesirable, or if they 
cannot be attained by manipulating the 
‘price of silver, the entire agitation for 
concluding that silver deserves special 
consideration or can achieve magical 
results falls to the ground. 

Most prominent among the objec- 
tives of the silver advocates is to in- 
crease the purchasing power of silver 
standard countries, notably China, 
Eritrea and Ethiopia. Quite erroneous- 
ly, India is frequently included. In the 
first place, silver standard countries 
only account for some 2 per cent of 
total international trade, and stimula- 
tion of that trade, provided it could be 
accomplished by manipulating the price 
of silver, could have no great influence 
on the volume of world trade. Second, 
foreign commerce of silver standard 
countries is actually conducted on a 
gold basis. Third, to increase the value 


G iabie is one of the traditional 


W. W. Cumberland is an economist with 
broad academic and practical experi- 
ence, After extensive teaching, he was 
employed by the Government and served 
In various capacities in France, Armenia, 
Turkey, Peru, Haiti and Nicaragua. He 
18 now a partner in Wellington & Com- 
pany, New York. 


of silver, when it is used as a monetary 
standard, is tantamount to enlarging 
the quantity of goods which can be 
purchased with a given unit of silver. 
In other words, it represents falling 
commodity prices in silver standard 
countries. Yet falling commodity prices 
are usually characterized by stagnation 
rather than stimulation of business 

Curiously enough, the foreign trade 
of China and the United States de- 
clined by an identical percentage from 
1930 to 1931. It is as far-fetched to 
blame the decline of Chinese trade on 
the low price of silver as it would be 
to blame the shrinkage of American 
foreign commerce on our adhesion to 
the gold standard. Moreover, in neither 
case would a change in currency ar- 
rangements have any likelihood of alter- 
ing those deep-seated causes which 
govern economic activity. 

Silver production averaged 182,623,- 
000 fine ounces from 1901 to 1910, 
193,561,000 ounces from 1911 to 1920, 
and 238,662,000 ounces from 1921 to 
1930. Production in 1931 was 196,100,- 
000, and for 1932 the indications are 
that production will not exceed 150,- 
000,000 ounces. Production of silver in 
1931 had a value of approximately 
$56,000,000, based upon the average 
price, by months, for the year. This 
certainly seems to be a flimsy fulcrum 
upon which to raise the prostrated 
economy of the world. 

Most silver enthusiasts ignore the 
disagreeable fact that silver is merely a 
commodity in most countries. There 
is no more point in “doing something 
for silver” because certain quantities of 
this metal are utilized as a medium of 
exchange than for the Government to 
show special solicitude for the nickel, 
copper and paper industries, because 
these substances also are employed in 
our currency system. 

Inflation is frequently proposed as a 
remedy for our present financial ills. 


stimulating effect which inflation, com- 
bined with confidence, has upon busi- 
ness. 

Producers of silver are obviously 
concerned about the price of their com- 
modity, and have followed the example 
of other business interests in attempting 
to obtain special governmental favor 
for their particular product. Other ele- 
ments of the business community need 
not be more concerned with the cur- 
rent price of silver than with that for 
cotton, wheat, or any other commodity. 
In fact, silver prices are not relatively 
as low as those of many commodities. 
In addition, silver is a comparatively 
unimportant commodity but for senti- 
ment and politics. 

Declining prices for silver during re- 
cent years are the result of restricted 
business, not a cause of it. Improvement 
in silver prices is desirable and can be 
expected when economic conditions im- 
prove. Meanwhile, there are far more 
urgent and constructivetasks than sterile 
attempts to “do something for silver”. 


FROM PUCK, 1906 


Romeo Bryan:—Lady, by yonder blessed 
moon I swear— 

Juliet Democracy :—Oh, swear not by 
the moon, that twice inconstant moon! 


41 


FREE 
“a 
d 
4 
& 


Bankers who attend the Los Angeles Convention this year will have their choice of the widest possible varieties of comfort- 


able transportation by rail, air or water 


Events and Information 
WITHIN THE ASSOCIATION 


HE most economical trans- 

portation rates in a genera- 

tion will prevail this year for 
the benefit of those bankers and 
their families who are planning to go 
to Los Angeles for the Annual Conven- 
tion of the American Bankers Associa- 
tion. The New Orleans banker, for in- 
stance, can make the trip at a round 
fare cost of $89.40, going west on any 
line and returning over any other line. 
The Cincinnati rate is $95.14; from 
Chicago, $90.30; from Atlanta, $99.26; 
from Washington, D. C., or New York, 
$122.00; and from other points at pro- 
portionate low costs. 

Summer tourist rates will be available 
from all parts of the United States and 
many points in Canada. There are vari- 
ous forms of these summer tourist tick- 
ets, purchasable up to Convention time 
with a final return limit up to October 
31, which work out at about one-and- 
one-third-times the usual one-way fare. 

Sixteen-day round-trip summer tour- 
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Transportation Routes 


Los Angeles Convention—Oct. 3-7 


ist tickets will be ready for those who 
come from California points and local- 
ities in other nearby states, with cor- 
responding savings under regular rates. 

For those who come from the East, 
there will be a new low rate, the 30- 
day short limit tourist ticket, a most 
desirable method for those who will 
wish to be back home in 30 days. This 
cost is approximately one and one-tenth 
the usual one-way fare. 


AIR 


THE banker who finds it necessary to 
conserve time going to and coming from 
the Convention can make the trip from 
New York or Washington to Los An- 
geles in 36 hours at a one-way cost of 
about $160. Round-trip reductions are 
10 per cent. From Atlanta or New 
Orleans the trip can be accomplished in 


23 hours; from St. Louis, 20 
hours; from Dallas, 12 hours; 
from Denver via Albuquerque, 16 
hours; from Seattle, 10 hours; 
from Minneapolis, 29 hours; and from 
Chicago, 20 hours. 

Any office of the American Airways, 
Transcontinental and Western Air, Inc., 
Western Air Express, United Air Lines, 
and Northwest Airways will supply full 
particulars. Stop-over privileges can be 
obtained, and a side-trip to San Fran- 
cisco without extra charges may also 
be included. 


WATER 


THE Panama Pacific Lines will have 
two tours, one of 25 days by water and 
rail, starting September 17, including 
Havana, the Panama Canal, Coronado 
Beach, Agua Caliente, arriving at Los 
Angeles on October 2. Return is via rail 
through the Grand Canyon, Albuquer- 
que and Chicago, arriving in New York 
on the morning of October 12. The cost 
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of this trip, including all expenses ex- 
cept those in Los Angeles during the 
Convention, is $495 and up. 

This same company offers a 31-day 
trip, leaving New York by rail on Sep- 
tember 23 via Chicago, Colorado 
Springs, Lamy, Albuquerque, Grand 
Canyon, the Yosemite and San Fran- 
cisco, reaching Los Angeles on October 
2. The return trip starts on Friday 
morning, October 7, with a trip to San 
Diego, Agua Caliente and Del Coron- 
ado, sailing from Los Angeles harbor 
on the 10th, with the trip through the 
Canal on the 18th, a cruise through the 
Caribbean, stop-over in Havana and 
arrival in New York on the 24th. The 
cost of this tour, exclusive of expenses 
in Los Angeles, will be $590 and up. 


W. R. Morehouse, vice-president of the 

Security-First National Bank of Los 

Angeles, who is General Manager of 

Local Arrangements for the Convention. 

Mr. Morehouse is a former President of 
the Savings Division 

Panama Pacific Lines also offer com- 
bination trip one way air in connection 
with Transcontinental and Western Air, 
Inc., “The Lindbergh Line” at a round 
trip rate of $375 first class or $275 
tourist. 

The Panama Mail offers a scenic 
cruise which occupies 22 days leaving 
New York on September 2nd and 
arriving in Los Angeles on the 23rd. 
After crossing the Caribbean between 
Cuba and Haiti, you arrive at Puerto 
Colombia on the seventh day: Carta- 
gena, oldest of the South American 
cities, on the following day: have a day 
at the Canal Zone, a daylight trip 
through the Canal and stopovers at 
Puntarenas, Corinto, La Libertad, San 
Jose de Guatemala and Mazatlan. 
The trip provides alternate days asea 
and ashore. The cost including return 
Over any accepted rail route will be 


from $275 to $350, excluding shore ex- 
penses and automobile tours. 

The Dollar Line has a steamer leaving 
New York on September 15 for a trip 
via Havana and the Caribbean, with 
transit through the Panama Canal on 
the 23rd, and a six-day trip north on 
the Pacific, arriving at Los Angeles at 
mid-day, October 1. Return trip over 
any authorized rail route, direct or via 
the Northwest, with stop-over privileges. 
The over-all expense of this trip is $300. 

Those who wish to reverse the trip, 
going by rail and coming back via water, 
can leave Los Angeles on October 8, 
spend eight days on the Pacific, transit 
the Canal, cruise the Caribbean, spend 
ten hours in Havana and reach New 
York on October 22. The cost, including 
rail transportation west, is $300. 

Los Angeles has good hotels, and 


SOUTHERN PACIFIC 
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living expenses will be the lowest in 20 
years. The official headquarters of the 
Convention will be the Los Angeles 
Biltmore, where all the business meet- 
ings will be held, thus avoiding loss of 
time in getting from meeting to meeting. 
The general meetings, as well as the 
grand ball, will be held in its mammoth 
Sala de Oro. 

Any banker who will communicate 
with W. R. Morehouse, General Man- 
ager of Local Arrangements, can obtain 
excellent accommodations for himself, 
his family and friends, and will get the 
full benefit of the genial hospitality for 
which Los Angeles is noted. Those who 
attended the 1926 convention will recall 
that Mr. Morehouse served in a like 
capacity then, and that this convention 
was regarded as one of the best man- 
aged meetings of the Association. 


Special Trains— 


1. The Pennsylvania Railroad will operate a scenic tour, leaving New York 
on September 17, and returning on October 13, including in its itinerary 
Chicago, St. Paul, Banff, Lake Louise, Jasper National Park, Yosemite 
National Park, San Francisco, Del Monte, Agua Caliente, Lake Arrowhead, 
Grand Canyon, Santa Fé and Colorado Springs, with time to see the major 
points of interest. Inclusive cost from New York, $515.00. 

2. The New York Central Lines will conduct its well-known Red Tour this 
year, leaving New York and Boston on September 11, with Sunday dinner 
at the Edgewater Beach Hotel in Chicago, and thence to the Twin Cities, 
Moose Jaw, Banff, Vancouver, Seattle, Portland, San Francisco, Yosemite 
and Santa Barbara. The return trip includes in its itinerary the Grand Canyon, 
Albuquerque, Colorado Springs, etc., and arrives back at New York on October 
12. Rates from New York range from $516.25 to $544.25. 

3. The “Falltonic” Special will start from Chicago. Leaving time tentatively 
set for September 29. Short, quick trip, not over three stop-overs. Round- 
trip fare $90.30 with 30-day limit, any return route. 
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The first railroad station in Los Angeles. It was built in 1868 
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New Check Tax 


Regulations 


ON June 15, in response to a large 
number of inquiries, the office of the 
General Counsel issued an extensive 
bulletin answering various questions on 
the new check tax. 

The General Counsel is now prepar- 
ing a second bulletin covering develop- 
ments and points raised since the first 
bulletin. Hundreds of letters asking for 
information about the operation of the 
tax have been received by Judge Paton 
from bankers throughout the country, 
and answered. 

Extracts from the official regulation 
relating to the tax on bank checks, as 
first issued by the Bureau of Internal 
Revenue, read as follows: 


SECTION 751 (a) OF THE REVENUE 
ACT OF 1932 


(a) There is hereby imposed a 
tax of 2 cents upon each of the 
following instruments, presented for 
payment on or after the 15th day 
after the date of the enactment of 
this Act and before July 1, 1934: 
Checks, drafts, or orders for the 
payment of money, drawn upon 
any bank, banker, or trust com- 
pany; such tax to be paid by the 
maker or drawer. 

Art. 34. Effective period——The tax 
attaches to all instruments specified in 
section 751 when presented for pay- 
ment to a bank, banker, or trust com- 
pany on or after June 21, 1932, and 
before July 1, 1934. 

Art. 35. Use of terms.—Checks, drafts, 
and orders for the payment of money 
include any order in writing, drawn 
upon a bank, banker, or trust company, 
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KEYSTONE 


The Los Angeles Biltmore, headquarters hotel, where the business meetings and 
most of the social events of the convention will be held 


requiring the person upon whom drawn 
to pay a sum certain in money, to order 
or to bearer, whether on demand, at 
sight, or at a fixed or determinable 
future time. 

The term “bank, banker, or trust 
company” includes any person or insti- 
tution carrying on the business of, or 
maintaining an establishment for, the 
custody, loan, exchange, or issue of 
money, the transmission of funds by 
checks, or the acceptance or payment 
of drafts or orders for the payment of 
money. The fact that the banking 
facilities afforded are incidental to any 
other business carried on will not avoid 
liability to the tax. 

Art. 36. Scope of tax.—The tax im- 


SOUTHERN PACIFIC 


And by way of contrast, the old Pico House, famous in earlier days—in 1875 for 
this picture—as new guests were arriving 


posed under section 751 attaches to 
all instruments of the kind described in 
article 35 presented for payment with- 
in the effective period of the section. 
It is immaterial whether the instrument 
is made or drawn in this country or 
abroad, but in order to be subject to 
the tax it must be drawn on, payable 
by, and presented to, a bank, banker, 
or trust company in the United States. 

An order for the payment of money, 
in form drawn upon the drawer and 
made payable at a bank, is subject to 
the tax if such instrument, without 
more, constitutes an order to the bank 
to pay the instrument and charge the 
amount thereof against the account of 
the drawer. 

Travel or traveler’s checks are subject 
to the tax. 

A check drawn by a cashier or other 
officer of a bank upon the bank of 
which he is such officer, is taxable. 

Coupons relating to bearer bonds, 
although payable at a designated bank 
in the United States, are not “checks, 
drafts, or orders for the payment of 
money” within the meaning of section 

The tax does not attach in the case 
of the withdrawal of money in savings 
accounts where the item is reflected as 
an entry on a pass book held by the 
depositor and where the withdrawal is 
merely evidenced by a receipt person- 
ally tendered to the bank by the de- 
positor. 

The checks, drafts, or orders drawn 
by officers of the United States or of a 
state, county, or municipality, or of a 
foreign (CONTINUED ON PAGE 72) 
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The 


High Cos 


of doing the 


ame thing twic 


gives way to a faster 


more economical bank bookkeeping method 


LEDGER and statement am =»  inaddition, a vast amount 
—two sets of records, two of filing space. 
sets of stationery, two ‘ —Giving you an irre- 
Double Posting involves clerical du- 


clerks, two bookkeeping ication of fFutable photographic 
machines. 


of dollars each year. 


record of every check 
It’s so easily simplified ~ transaction—and a tam- 
to one set of original rec- per-proof, abstraction- 
ords by Recordak—the proof file. 
photographing machine Hundreds of banks use 
that you rent for $25 a Recordak for bookkeep- 
The Recordak Photographic Plan of 
month and operate for ing ,,,for transit ...and 
next to nothing. 


dous saving over all former methods. 


to conserve filing space. 
—Saving 33%% in labor, 40% in We can give you definite figures on 
machines, 50% in stationery, and, what it saves. Write for details. 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue—New York City 
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Real Estate Loans 


(CONTINUED FROM PAGE 36) 


creased in 25 years from 28.5 percent 
to 38.4 percent; and of this increase 
only 0.7 percent was in farm mortgages 
and 9.2 percent was in mortgages on 
urban property. It is interesting to note 
that this increase in mortgage invest- 
ments had continued through a year 
when investors who act on far less 
authoritative information than the 
large life insurance companies were 
damning mortgages up one side and 
down the other. 

The trend of sentiment against real 
estate loans in banking has probably 
come because of bank closings. During 
the early stages of the past two years’ 
epidemic of closings, when anyone in- 
quired what had got a bank into trouble, 
the answer was frequently, “Real 
estate.” As more and more banks closed, 
people no longer asked; they took it 
for granted that real estate was the 
cause. 

There were unquestionably very real 
weaknesses in real estate financing as it 
was done in many banks prior to 1929. 
But it does seem that it is time for some- 
one to undertake calling the attention 
of bankers and trust company officers 
to a proper appraisal of real estate loans. 
The pendulum swung too far toward 
careless, even ignorant, lending on real 
estate security during the boom times. 
It has now swung too far in the other 
direction, until many bank officers and 
directors see red at the mention of real 
estate. Somewhere between lies the 
truth, and in the truth lies the greatest 
good of the general financial situation 
and the greatest profit to the banks and 
trust companies which act accordingly. 


THE CASE FOR SMALL BANKS 


SUPPOSE we look at the closings of 
small banks in one large city where 
closings have been numerous. These 
have been sweepingly attributed to real 
estate loans. Actually, a number of these 
banks failed more than a year ago be- 
cause of unwise real estate loans. But 
of the banks which have failed during 
the past year, only those which had been 
controlled by real estate men have failed 
because of real estate. 

One bank, for instance, has been re- 
peatedly cited by name as a casualty 
of real estate. Actually this bank paid 
out 65 percent of its total deposits be- 
fore it closed, and it could have paid 
out 10 percent more. Any bank which 
during two or three weeks can pay out 


75 percent of its total deposits in cash 
is a pretty good institution. That one 
failed not because of real estate but be- 
cause of its customers’ unreasoning fear 
and their demands for cash. By the time 
its directors decided to close, the assets 
consisted of non-liquid stuff except for 
the 10 percent cash available. Real 
estate loomed large in this residue. But 
I submit that any bank which can turn 
75 percent of its deposit liability into 
cash during a run is a thoroughly liquid 
bank by any standards prevailing up to 
that panicky time. 

The danger in real estate loans is not 
in the fact that they are real estate, 
but that they are sometimes poorly 


BANK OF AMERICA TRANSLAT S$ INTO ACTION 


—— 


LOANS for 
SMALL HOMES 


As its part in the statewide effort to help bring back good 


construction 


BANK of AMERICA 


Another example of newspaper adver- 
tising to encourage home-building 


made. Only recently the vice-president 
of a large bank, in charge of real estate 
loans, told an experience typical of 
much that is responsible for frozen 
assets in mortgages. A director of his 
bank came to him for a small loan on 
some business property. The vice-presi- 
dent turned him down. The next day 
the vice-president was summoned to the 
president’s office. The director was al- 
ready there. The two men began arguing 
with the real estate specialist. 

Finally this man got in a few words. 
“The reason I turned down the loan,” 
he explained patiently, “is that my job 
is to make loans which I can resell 
promptly at a profit. The property you 
are talking about may have all the 
virtues you claim for it. But the fact 
is that it is in a poor district, and I have 


no customers who will buy mortgages in 
that district. If the bank’s investment 
committee wants to buy that loan as 
part of the bank’s reserves, go ahead, 
But I won't o.k. it for my department 
because I can’t sell it if I make the 
loan.” 


EXPERIENCED INVESTORS 


INVESTORS and banks knowing their 
way around the field have encountered 
no excessive amount of real estate loan 
trouble. Loans made for not more than 
fifty percent of a conservative valua- 
tion—and particularly where provision 
is made for amortizing down to fifty 
percent of the depreciated value by the 
expiration date of the mortgage—have 
a rather good record. Such mortgages 
usually involve carrying charges no 
larger than the property might be rea- 
sonably expected to earn in poor times, 
as estimated by the pessimistic indi- 
viduals who refused to be stampeded 
into lending excessive amounts even to 
the new-era enthusiasts of 1926-28. Such 
real estate loans are being defaulted 
in far less than average proportion, and 
most of these defaults at the moment 
are traceable to the debtor’s embarrass- 
ment rather than to any lack of security 
for the mortgage itself. 

A current development of great im- 
portance to mortgage and mortgage 
bond holders is the conspicuous willing- 
ness of many title owners to sign over 
their titles without obstruction to an 
orderly process. Until the past few 
months, property owners have almost 
universally placed every possible ob- 
stacle in the way of foreclosure. They 
were sure they could redeem and were 
sparring for time. Today these people 
seem to have concluded that property 
values will be low for a period longer 
than they can possibly hang on. Con- 
sequently the costs of foreclosures have 
been materially reduced and properties 
are being turned over to lenders much 
earlier, with less depreciation from 
slighted maintenance and similar causes. 

Only one important factor has en- 
tered into a thoughtful analysis of real 
estate loans to make them any less 
attractive than they were 20 years ago. 
More particularly in the large cities, 
taxes have soared and have impaired 
the margin of safety of some loans 
which looked conservative when made. 
Many of the defaults on good mort- 
gages have this origin. 

This has led to organized movements 
in many cities to reduce public expendi- 
tures. Bankers should be in the fore- 
front of this movement. 


46 
times, Bank of America is making loans for the construction 
of small homes. Such loans to be repaid by installment pay 
ments Bank of America offers this cooperation in 
support of the program of the Laited States Government 
and the Reconstruction Finance Corporation, to put dollars 
to work. Again this institution demonstrates its faith in 
Califorma Release of these loanable funds to individuals 
building small homes, means stimulation of the entire 
building industry and real estate development men 
at work. More men at work means greater buying power; 
TUNE WM one further step toward a sound prosperity «.. We are 
KGO-KEI desirous of rendering ahuman, broad, constructive community 
7:15 building banking service, and favor the making of small 
Sotuedey Might ww the greatest number of worhy borrowers « Let's 
the Whole ly speed the wheels of industry —here in California—Now! 
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uring two-thirds of a 
century this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


An understanding of the 
requirements of Banks and 
Bankers has been developed, 
and banks in turn, have found 
here a connection upon which 
‘fst they can place reliance. 
The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 
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Established 1863-Charter Number Eight 
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Ideas and Opinions 
A Time-Saving Digest of 


Current Banking Thought 


This is a clearinghouse of items repre- 
senting the experience and best thought 
of banking on the principal problems of 
the day, as revealed in public statements 
or addresses by bankers and other lead- 
ing authorities. The JOURNAL was ob- 
liged last month, for reasons of space, to 
omit this department, containing a num- 
ber of valuable “Ideas and Opinions.” 


AGRICULTURE 


The Farm Loan Situation 

R. R. Rogers, Asst. Secretary, 
Prudential Life Insurance Company, 
Newark, N. J. 


ABOUT $6,000,000,000 in farm mort- 
gage loans are held by insurance com- 
panies, the Federal Land Bank System 
and banks. For the state of Minnesota, 
14 insurance companies show $90,928,- 
000 in investments of this kind, of 
which 7.19 per cent is involved in pend- 
ing foreclosures, with another 13.6 per 
cent where properties have been ac- 
quired. 

Plans to relieve the farmer by lower- 
ing interest rates are unsound because 
they would result, in practice, in a flight 
of capital from the farm. Holders of 
mortgages are giving every cooperation 
to their debtors and foreclosures are a 
last resort. The future of the farm is 
linked with the future of industry and 
commerce, and it is in the close and 
intelligent cooperation among these 
vast bodies, which is sure to result from 
present conditions, that favorable au- 
guries may be drawn. 


BUSINESS RECOVERY 


“The Reserve Bank’s Objective” 

(A comment prompted by 

Dr. Edward’s article in the June JourNAL) 
O. M. Boock, Cashier, 

Farmers and Merchants State Bank, 
Waterloo, Wisconsin. 


“WHY not organize the country the 
way it was done during the war? Orders 
for $2,000,000,000 of goods to manu- 
facturers and wholesalers with absolute 
assurance of payment would bring men 
back to work, result in the consump- 
tion of products of our farms and bring 
commodity prices back, and restore 
purchasing power to a great extent to 
our urban and country population. 
The machinery to do this would be 
comparatively simple if the manufac- 
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turer—the prospective borrower—and 
the banker—the prospective lender— 
can be brought to give the plan their 
cooperation. If the Young plan of ex- 
tending credit to the states through 
national financing is sound, why is this 
plan of spreading the now available 
credit, without further national financ- 
ing, not sound?” 


GOVERNMENT 


“Taxation Throttles Business Recovery” 
Chas. B. Mudd, Cashier, 
First National Bank, St. Charles, Mo., 
President, Missouri Bankers Association. 


and 


“WE are now paying better than $110 
a year in taxes for every man, woman 
and child, and must call a halt on Gov- 


Municipal Economy 
THESE are twelve cardinal principles 
which should be written into the charter 
of the financially sound and economical 
city: 

1. There should be but one board 
authorized to incur expense. 

2. Assessed value of taxable real estate 
should be as nearly as possible 100 
per cent of true value. 

Assessment powers should be lodged 
in one board. 

. Assessments should be revised annu- 
ally. 

. The annual budget should be legally 
restricted to a certain percentage 
of available taxables. 

. Miscellaneous city revenues should 
be conservatively reckoned. 

. Taxes, in semi-annual installments 
payable in January and July, should 
be collected in the same year cov- 
ered by the budget to obviate bor- 
rowings. 

- Known and estimated deficiencies 
should be covered by a budgeted 
appropriation. 

- The legal debt limit should be re- 
stricted to not more than 10 per 
cent of assessed real estate valua- 
tion. 

. Limit that part of the tax rate which 
goes for debt service. 

Bonds for non-revenue producing 
projects should not exceed 40 per 
cent of funded indebtedness. 

These essential principles should be 
included in the state constitution 
or legalized to prevent the risk of 
municipal insolvency. 


C. W. Berry, 


Comptroller, 


City of New York 


ernment expenses and begin to balance 
the budget from the inside rather than 
the outside. The nation’s structure of 
private credit is inseparable from that 
of our Government, and the Federal 
Reserve System rests upon national 
credit.” 


CUTTING TAXES 


“Practical Methods of Controlling 
Local Expenditures” 

O. W. Adams, Vice-President, 
Utah State National Bank, 

Salt Lake City, Utah. 


FROM a condition of chronic deficits 
and reckless expenditures of public 
money, Utah, through its taxpayers’ 
association, has achieved vast econo- 
mies in every unit of government 
through the enforcement of budgetary 
control, independent audits, and a sys- 
tem of publicity which keeps every tax- 
payer informed as to the disposition of 
his money. 

As typical of the results, there is the 
case of a leading school district in the 
state where, during the days of pros- 
perity, the school superintendent had 
gradually built himself up as the auto- 
crat of the whole school system. When 
the incomes of the mining companies 
and the farmers in this district had 
been cut to a point where they could 
no longer tolerate the expenditures for 
schools, they set the research depart- 
ment of the association to work. A de- 
tailed study of expenses was made, and 
a definite recommendation worked out 
covering justifiable outlays for educa- 
tion for the year. 

Not only was the taxpayers’ budget 
accepted in toto with important savings, 
but the superintendent was transformed 
into a sincere worker in behalf of 
economical, wasteless administration. 
Extravagance in public expenses is al- 
ways the fault of the taxpayer, and 
Utah’s experience proves that it needs 
only alert guardianship to bring ex- 
penses down to sane, sound levels. 


BANKLESS TOWNS 


“Banking Service For Communities 
Without Banks” 

R. W. Putnam, 

First Bank Stock Corporation, 
Minneapolis, Minn. 


WITH 79 North Dakota towns of 
from 200 to 1,400 population with no 
banks, the problem exists of supplying 
banking services. Four possible avenues 
are open: first, banking by mail; sec- 
ond, local messenger service; third, by 
visits of bank officers; fourth, by 
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branch banking throughout the state. 

The last plan is forbidden by law, 
but banking-by-mail has made real 
progress. In some towns, the local mer- 
chants have arranged daily trips on an 
alternating basis whereby one man each 
day handles the banking functions of 
the group. In another, a former banker 
pays and issues checks drawn on an 
outside bank, and renders all services 
except taking deposits. Another bank 
kept a man in a rented office in a neigh- 
boring town, but discontinued this plan 
after losing $600 in six months. With 
opportunities so meager for banking 
profit in small communities, plans such 
as these offer at least a temporary solu- 
tion to a real problem. 


BANK MANAGEMENT 


“The Analysis of Correspondent Bank Accounts” 
J. Bickley Jackson, Manager, Collection Dept., 
Philadelphia National Bank, 

Philadelphia, Pa. 


ACCOUNTS of correspondent banks 
should be expected to yield a profit and 
it is only by proper analysis that the 
exact facts can be found. Expenses in 
exchange, wires, insurance and postage 
loom high in these accounts and must 
be carefully tabulated in ascertaining 
their yield; reserves, float and overhead 
should be reckoned as well as interest 
charges. The reciprocal phases of cor- 
respondent banking must be taken into 
account. 

Once the facts are known and regular 
losses indicated, the need for changes 
are placed before the particular bank 
involved, with the suggestion that bal- 
ances be increased or other desirable 
changes made. The average banker 
realizes the need for profit in every 
phase of banking and is promptly 
amenable to suggestion when backed 
with obvious proofs of their fairness. 


BANK TRAINING 


“Qualified Executives” 

A. S. Puelicher, Vice-President, 
Marshall and IIsley Bank, 
Milwaukee, Wisconsin. 


WHILE a general educational back- 
ground is essential to the bank execu- 
tive, he must also have a specific train- 
ing in the theory and practice of bank 
management and this comes most effec- 
tively through the work of the Ameri- 
can Institute of Banking, whose edu- 
cational program embodies vast stores 
of experience with all banking problems 
and whose extensive facilities make pos- 
sible the constant revision and up-to- 


Credit Fundamentals 


ONLY 10 to 20 per cent of a bank’s depositors are borrowers. Our 

problem is to safeguard the funds of the 80 to 90 per cent who 
expect us to hold their funds in trust, while meeting the reasonable re- 
quirements of the remainder. 

No bank should loan more than 50 per cent of its deposits locally; 
the rest should be in Government, state and high class municipal securi- 
ties, bankers’ acceptances and commercial paper. Such a policy will not 
be locally popular but it is sound and can be justified because it provides 
for withdrawals in emergencies without demanding costly sacrifices of 
local borrowers. 

Local loans demand greater care than ever before—more complete 
financial statements, more frequent statements, and details of both assets 
and liabilities. A real estate item of $100,000, for instance, means noth- 
ing unless it is broken down into its elements, and the same applies to 
notes and other receivables. Loans to farmers on second mortgages, or 
to contractors without liquid assets, are undesirable, while loans on local 
stocks or to bank officers are about the worst of all loans, unless liquid 
securities are behind them. 

The three loan fundamentals are: be sure that the loan is good, have a 
definite schedule of liquidation for the loan, and know that the customer 
has dependable sources of income from which the necessary payments 
ean be made. 

, “A Sound Loan Policy for Banks” 
R. M. Hanes, President, 
Wachovia Bank and Trust Company, 
Winston Salem, N. C. 


dateness of its educational activities. 
There are three ways in which these 
facilities are being used by bankers— 
chapters for cities of populous areas 
with regular classes requiring 42 hours 
for each subject; through group study, 
whereby ten or more bankers may re- 
ceive specialized instruction on any 
chosen subject; and by correspondence. 
This great body of 65,000 men and 
women are preparing themselves thor- 
oughly for executive responsibilities. 


PERSONNEL 


“Personnel Management” 

Elmer W. Pollock, Assistant Vice-President, 
First National Bank and Trust Company, 
Tulsa, Oklahoma. 


THE personnel department must work 
closely with department heads and the 
top management and work out with 
them a definite program of job analysis, 
salary control, promotion and bonuses. 
Some general plan of standardization of 
salaries must be operative but it must 
be flexible enough to admit of rewards 
to the deserving, with bonuses for in- 
creased efficiency where the nature of 
the work admits. Labor turnover is 
costly and can only be avoided by ex- 
treme care in the original selection of 
employees and by filling vacancies from 
the inside insofar as possible. 

The best sources of prospects for em- 
ployment are officers, stockholders and 
employees, and schools and colleges. 
Advertising is the poorest method of 
finding the right person. A detailed ap- 
plication blank with a check of refer- 


ences and mental alertness tests are es- 
sential. New employees should be made 
to feel at home and supplied with the 
tules of the institution, and their records 
of accomplishment checked regularly. 


BANK LOANS 


“The Credit File—Its Development and 
Maintenance” 

H. R. Eldridge, Assistant Cashier, 

First National Bank, 

Houston, Texas. 


THE need for proper credit files is 
elemental in banking, and efficiency in 
maintaining these files is a prerequisite 
to their influences. The simplest method 
is to segregate credit files by sizes of 
loans; to keep up-to-date the state- 
ments, balance and loan records of all 
borrowers; to tap at regular intervals 
outside sources of information such as 
mercantile agencies; and to keep posted 
on trends affecting borrowers’ profits. 

The arrangement of this information 
logically is along chronological lines, 
keeping a careful check on changes and 
any complaints from other creditors. A 
check-up on makers, endorsers, guar- 
antors and collateral should be made at 
least once a year, with much more fre- 
quent analyses in certain cases. If re- 
quests for statements are ignored, the 
supply of credit should be shut off. 
Detailed statements should be insisted 
upon, as lump items hide rather than 
reveal the true status of borrowers. 
Profit and loss statements must be 
scrutinized with special care. Credit rec- 
ords should also include all “insufficient 
fund” items. 
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One Banker’s Monday to Saturday 


Items Clipped from the Diary of 


Monday 
ARRIVED at the office early. Mail is 
always heavy on Mondays. Found the 
customary accumulation on my desk. 
Takes quite a lot of sorting to separate 
the sheep from the goats. 

Telephone rings. Mary Jones’ mother 
is ill and Mary must stay home. Tell 
Mary how sorry I am and ask her to 
try to get down tomorrow. Call up 
Mary’s boss and ask to have her work 
taken care of by someone else. 

Continue with mail and find that I 
am to be the guest at a few luncheons 
in the near future. These luncheons are 
disguises for a place on that “team” 
to raise money for something, so have 
my secretary send regrets. 

Woman writes us a letter that she 
has not been properly treated, and that 
our teller did not speak to her in a 
gentlemanly manner. Dictate a letter of 
apology, ask her to come in when she 
is in the neighborhood. I will take up 
the matter personally with the teller. 
(She won’t be in!) 

First caller of the day. He has secured 
my name from the bank literature and 
gets past the guard. Arriving at my 
desk he unbuttons his coat and tries 
to sell me lead pencils. I buy a few to 
take home to the kids, and send him 
on his way. 

Woman calls up and wants to borrow 
money on her furniture. Have quite a 
time explaining to her that we do not 
lend money on that kind of collateral. 

More telephone calls of varied im- 
portance. One from home asking me to 
stop in the department store and buy 
some spool cotton No. 40. Hope I don’t 
forget the number and buy No. 50 by 
mistake. 

Time for lunch. 

1 P.M. Returned from lunch—other 
executive goes out to eat. 

Busy day on the banking floor and 
deposits seem to be on the increase. 

President arrives after luncheon. His 
secretary telephones me that he must 
see me immediately! Rush to his office 
but find he is not in pain. Learn he 
has only a few minutes to remain, so 
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an Executive Vice-President 


go over a few details with him and 
away he goes. 

More applications for loans—some 
good and some very indifferent. Execu- 
tive committee meets on Fridays, so I 
save the good ones. 

3 P.M. Business is over and I can 
take a smoke. 


Tuesday 
MAIL not quite so heavy. 

Mary Jones telephones again. Her 
mother is better but she cannot return 
to the bank until Wednesday. Tell Mary 
how delighted we are about her mother’s 
recovery. 

Watchman informs me that during 
the night a truckload of oil, being mis- 
directed by a sleepy or incompetent 
driver, came through the back street, 
but instead of staying on the street, 
went up on our pavement and crashed 
through the ash elevator. Elevator all 
smashed and the pit decorated with oil. 
Notify insurance company and get the 
elevator people to fix the lift temporarily. 


Every banker knows that the inside of 
banking is not nearly so severe and 
formidable as the architectural outside. 
The principal problem of bank manage- 
ment is the same in country and city 
—the art of being a good neighbor. 


Safe deposit superintendent calls on 
‘phone that he has a letter from a 
lady who claims, by reason of the fact 
that she is out of town, she must send 
her daughter to get something from 
the box and has given daughter the key. 
Will we kindly allow daughter to have 
access to the box! Have to explain to 
daughter that we do not know her and 
that she is not a regularly appointed 
deputy. Must put a little pathos in my 
explanation, because daughter is mad. 

One of our girls, in handling the 
dumb waiter, turned around to answer 
a question and the platform of the 
dumb waiter went down and caught 
her by the wrist. Wild excitement, and 
we sent her to the hospital. 

Lady calls in deep distress and claims 
she has not slept for several nights. 
Suggest she take the matter up with 
her doctor, but she informs me it is not 
medical aid that she requires. She 
advises me that she has bought three 
cemetery lots. I remark that she must 
have a very large family. Lady says 
she bought them for speculation and 
the salesman told her she would double 
her money in a year, and now she can- 
not sell the darned things for any price. 
What shall she do? Spend about a half 
hour with her explaining the necessity 
of investigating before you invest, sug- 
gesting that she get in touch with the 
salesman again in order that he may 
sell what he sold her to someone else, 
or obtain a market for them somewhere. 


Wednesday 
QUITE a heavy mail. Lots of securi- 
ties offered of various qualities. Those 
yielding the highest rate of interest 
seem to be the ones that we cannot 
legally buy. The good offerings I save 
until the meeting on Friday. 

Hard luck story from a man who 
cannot pay his interest. Spend a half 
hour with him considering his financial 
budget. Finally arrange for a weekly 
payment until he catches up with him- 
self. 

Woman wants a mortgage on her sea- 
shore home. (CONTINUED ON PAGE 52) 
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“Clinton Bank 
Robbed,” 


the message said 


and the adjuster 


W 


e « « « to the Scene of the Crime 


N March 15, 1932, four bandits held up the City Na- 
tional Bank of Clinton, Iowa. Wires hummed with 


the news. Immediately claim men of the U. S. F. & G. 
were on the way—from Davenport, from Dubuque, from 
Des Moines. 

Said the local paper: “The loss was checked and adjusted 
by one o’clock in the afternoon, representatives of the United 
States Fidelity and Guaranty Company being present, one 
having arrived from Des Moines by airplane.” 

Adjust quickly. Pay promptly. In good times and bad. 
That has always been the practice of the U. S. F. & G. 

Since 1896 the U. S. F. & G. has promptly paid out 
$280,000,000 in claims and adjustment expenses. Today that 
prompt payment policy stands as an assurance that, should 


ou have a claim, you will get a quick, fair settlement if 
y q Unexcelled service on all casualty, 
are insured or bonded by the U. S. F. & G. and the F. & G. surety, fire and inland marine lines 


. through 11,000 Agencies and 
Fire. Branch offices in the United 
States and Dominion of Canada. 


United States Fidelity & Guaranty Co. 


with which is affiliated 


owe Fidelity & Guaranty Fire Corporation... 


HOME OFFICES: BALTIMORE, MD. 
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One Banker’s Monday to Saturday 


Very much offended because we cannot 
grant it. Explain to her very thoroughly 
that we do not lend money on mortgages 
outside the state and my personal re- 
grets at being unable to serve her. 

Telephone operator tells me that 
someone is on the ’phone and demands 
to be put in touch with our president. 
I suggest that I take the message, and 
find the lady is very anxious to get a 
young man in an orphan asylum of 
which our president is trustee. Take 
memorandum of names and addresses 
and refer it to the president when he 
comes in. 

Notice a man at my assistant’s desk 
who in years gone by has not kept to 
the straight and narrow path. He is try- 
ing to put something over. Go to an- 
other part of the building and telephone 
my assistant, telling him that on the 
railroad tracks he will find a sign read- 
ing “Stop, Look and Listen.” Apply it 
to his present customer. 


Thursday 
ON arriving at the bank, find that the 
bank examiner with his assistants are 
in charge. He presents his credentials 


and tells me how glad he is to see me. 
I reciprocate his good wishes and hand 
him a cigar to while away the tedious 
moments of bank examination. He is a 
good scout and counts the cash in the 
vault rather than walk into the tellers’ 
cages and thereby create an uneasy 
feeling among the depositors. He ex- 
pects to spend a week with us, so I do 
not detain him any further. 

Tomorrow is the day our executive 
committee meets, so I gradually pre- 
pare a schedule of prices of bonds that 
we may sell at a profit, together with 
the various applications for loans for 
their consideration. 

Telephone message that a woman has 
just fallen on the pavement and says 
she is very badly hurt. Have her car- 
ried into the bank. It seems that her 
fall was not due to any negligence on 
our part, so we call a taxi and send 
her home after making a report to our 
insurance company in case she should 
decide to sue us. 

Business goes on as usual and the 
telephone is continually ringing. We 
are a busy institution and the bond 
salesmen seem to have found it out. 

One of our employees comes up to 
ask for a raise in salary, and incidental- 
ly mentions that he expects to get mar- 
ried. Congratulate him on his decision, 
but the raise in salary will have to come 


(CONTINUED FROM PAGE 50) 


APPOINTMENTS 
9:00 


bia. 


11:30 


MONDAY 


AUGUST 


up at the semi-annual period. 

Deposits seem to be running quite 
heavy today, so the chance of some 
bond salesman of getting an order to- 
morrow is rather favorable. 


Friday 
BUSY morning! Bond salesmen seem 
to know our executive committee is to 
meet and they hurry with some last 
minute offerings. In fact, one man must 
have his reply an hour before the com- 
mittee meets! 

Committee meets with due dignity, 
and minutes of previous meeting are 
read. Applications for loans are pre- 
sented, and quite a lot of fun is caused 
by the fact that a mortgage is requested 
on a property that has been turned 
down by another bank, of which one 
of our directors is also a director. They 
smoke cigars and talk about the 
weather, the stock market and business 
conditions in general. Our president is 
a born diplomat and the meeting is 
soon over, everyone leaving in a good 
humor. 

Just returned from lunch. Applicants 
for loans and bond salesmen are ready 
to receive the decision of our board or 
to take our orders. Some go away much 
disappointed, some happy. We cannot, 
of course, buy all the bonds that are 
offered and some salesman has to lose 
out. 

Just received notice that a certain 
bond is in default and a bond-holders’ 
committee has been appointed to pro- 
tect the interests of investors. Start an 
inquiry as to the status of the com- 
mittee and their powers. 

Question of advertising comes up 


again, and I decline an application of 
some church to buy their hymn books 
for them and place our ad. on the fly 
leaf. I am accused of being entirely too 
sensitive on matters of that kind, and 
acknowledge my shortcomings, if such 
they be. 

Pretty girl comes in to open account, 
and addresses me as “Cousin.” Can- 
not for the life of me figure out who 
she is or whether she is one of the 
cousins I kiss. Get her to sign her name 
on the card and realize she is a cousin- 
in-law, so I made no mistake in being 
a bit timid. 

Branch office manager calls up and 
tells me he is drawn on the jury for 
the following Monday. Do I wish to 
have him excused or shall he serve? 
Think he had better serve, so arrange 
for a substitute for a few days until 
he can see how the cases are going and 
possibly arrange to have the judge ex- 
cuse him after serving a short time. 


Saturday 
HALF holiday. We have to crowd the 
business in three hours and everybody 
is on his toes. Girl employees all dressed 
up in their best. Must have dates this 
afternoon. 

Quite a lot of department stores send 
in for change, and it keeps our tellers 
busy to prepare the coins in advance. 
Must see the officials of those stores 
and arrange for them to give us some 
of their business. 

Bank examiner strolls in to my desk 
and tells me he is going out of town 
over Sunday—will I please lock his 
papers in the vault so he can catch an 
early train? Says he will see me Mon- 
day about 10 o'clock. 

Urgent telephone call from a deposi- 
tor in a hospital needing money. Sug- 
gest she send someone down to the 
bank in order that we may forward 
her the necessary form for such a with- 
drawal. 

Woman calls to talk about buying 
some stocks. I advise her to buy bonds, 
and she becomes angry, telling me she 
did not ask for advice but information. 
Apologize to the lady and send her to 
one of the best stock brokers in town 
with an earnest prayer in my heart 
that she does not buy the wrong stock. 

Lots of people going out of town to- 
day and withdrawing money for their 
week-end. Everybody in a hurry and 
before we know it, it is 12 o'clock. Be- 
lieve me, here is one bank executive 
that is glad of it. 
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The 
New York Irust 


Company 


I0O0 BROADWAY 
40th St. & Madison Ave. Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, June 30, 1932 


RESOURCES LIABILITIES 


Cash on Hand, in Federal $12, 500,000.00 
Reserve Bank and Due 20,000,000.00 
from Banks and Bankers $66,249,697.70 


United States Government 

Securities . 56,818,954.73 
Other Bonds and Securities 39,418,508.87 
Loans and Bills Purchased. 116,399,727.51 


Real Estate, Bonds and 
Mortgages 


Capital 
Surplus 
Undivided 


Profits . 1,837,541.52 $34,337,541.52 


Reserves: 
12,500,000.00 
2,360,695.23 


For Contingencies 

For Taxes, Interest, etc.. 
Deposits. 202,321,234.95 
Outstanding 

Checks. 33,894,965.73 236,216,200.68 


Dividend Payable June 30, 


5,481,094.77 
Customers’ Liability for 
Acceptances and Letters 
of Credit 12,652,637.21 


625,000.00 


Accrued Interest and Other 1932 


Resources . 

Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


1,846,046.00 Acceptances and Letters of 


Credit . 
Acceptances, etc.,Sold with 
Our Endorsement 


12,827,229.36 


3,081,017.81 
$301,947,684.60 


3,081,017.81 
$301,947 ,684.60 


Member of the Federal Reserve System and of the New York Clearing House Association 


Trustees 


DARWIN P. KINGSLEY 
Chairman of the Board 
New York Life Insurance Co. 
EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 
ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 
HOWARD W. MAXWELL 
New York 


GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Company 
HARRY T. PETERS 
New York 


DEAN SAGE 
Zabriskie, Sage, Gray & Todd 


MALCOLM P. ALDRICH 
New York 
FREDERIC W. ALLEN 
Lee, Higginson & Company 
ARTHUR M. ANDERSON 
J. P. Morgan & Company 
MORTIMER N. BUCKNER 
Chairman of the Board 
JAMES C. COLGATE 
James B. Colgate &* Company 
ALFRED A. COOK 
Cook, Nathan ¢? Lehman 
WILLIAM F. CUTLER 


Vice-President 
American Brake Shoe & Fdy. Co. 


GEORGE DOUBLEDAY 
President, Ingersoll-Rand Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


HARVEY D. GIBSON 
President, Manufacturers Trust Co. 


CHARLES HAYDEN 
Hayden, Stone & Company 


F. N. HOFFSTOT 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


President, Pressed Steel Car Co. 


WALTER JENNINGS 
New York 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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CENTRAL REPUBLIC BANK 


AND TRUST COMPANY 


LA SALLE AT ADAMS 


- This is one of a series of advertisements illustrating Industrial Chicago. We will be glad to 
send you a copy of this striking illustration with no advertising on the face..upon request. 
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The Federal Reserve Steps into the Farm Picture 


mediate Credit banks repre- 
sented variations not only destructive 
of the greatest usefulness of the banks 
themselves in usually requiring high 
rates when loans are most needed, but 
also have often seemed inexplicable by 
the current state of the money market. 
Previous to 1926 the rates varied com- 
paratively little, being around 414 per 
cent on an average. In 1928 the aver- 
age rate was 4.3 per cent. Low rates 
early in 1929 gave way to higher rates 
as the demand for loans on the stock 
market increased and at the end of that 
year over half of the outstanding issues 
bore 5 per cent or 514 per cent, the 
average for the year being 4.91 per cent. 
The result was a practical standstill in 
the business of the banks as between 
1928 and 1929. Early in 1930 the rate 
commenced to fall and by mid-year a 
3 per cent rate was reached which ob- 
tained throughout the rest of the year 
and for the first nine months of 1931. 
These low rates were accompanied by 
an enormous increase in business, fur- 
ther stimulated by the connection of 
the banks with the stabilization opera- 
tions of the Federal Farm Board. Rates 
rose in the last quarter until in Decem- 
ber the rate was 414 per cent for de- 
bentures sold at a slight discount. 


THE SELLING DIFFICULTIES 


A CRISIS was reached in January and 
February of this year when the rate 
was 5 per cent, but with a considerable 
portion of the issues selling at a dis- 
count. In spite of the higher rates there 
was increased difficulty in selling the 
securities. In January an issue of $13,- 
965,000 was sold, but the Federal Re- 
serve banks took $9,850,000. In Febru- 
ary the Reconstruction Finance Cor- 
poration, among its first acts, agreed to 
buy the whole of the issue of $11,750,- 
000 if it was not taken by the investing 
public. The issue was sold to the public 
but the latter included the Reserve 
banks to the amount of $2,370,000. In 
March the rate fell to 414 per cent and 
the issue was $32,345,000, of which the 
Reserve took $2,000,000. In-April the 
rate was 414 per cent and an issue of 
$20,680,000 was sold without the in- 
tervention of the Federal Reserve. In 
May $15,000,000 of debentures were 
sold on a 31% per cent basis. 

What the Federal Reserve has meant 
in the marketing of these securities 
previous to the amendment of the Fed- 
eral Reserve Act by Congress is indi- 
cated by the fact that of the $120,130,- 


(CONTINUED FROM PAGE 27) 


000 of debentures issued between June 
1 and December 31 last year, the Fed- 
eral Reserve took $47,885,000 or about 
40 per cent of the whole. In the current 
year, prior to the passage of the Act, it 
took substantially a fourth. Since De- 
cember the detailed statement of con- 
dition of the Federal Reserve banks 
has carried the Reserve’s holdings of 
Intermediate Credit Bank debentures 
as a separate item of assets. The sta- 
tistics are significant. On November 30 
the Federal Reserve’s holdings of these 
debentures amounted to $25,330,000; 
on December 31, $26,185,000; on Janu- 
ary 31, $32,200,000; on February 29, 
$10,000,000; on March 31, $200,000; 
on April 30, none; and on May 31, 
$900,000. 


CURRENT IMPROVEMENT 


THE new law completely revolution- 
ized the situation. In June the offering 
of debentures was $30,000,000 on a 3 
per cent basis. The offering was not 
only over-subscribed by about 100 per 
cent but was sold at a slight premium. 
Banks were the chief buyers. The open 
sesame of the new order of things was 
that under the new Act the debentures 
are collateral for Federal Reserve loans 
to member banks. To complete the prac- 
tical assimilation of the Intermediate 
Credit banks with the Federal Reserve 
System the new law also provides that 
the former may sell to, or rediscount 
with, the Federal Reserve agricultural 
paper with maturity of nine months 
discounted for banks, agricultural credit 
corporations and other financial insti- 
tutions including direct loans to such 
institutions. As a corollary to the latter 
it authorizes the Intermediate Credit 


banks to accept drafts and bills of ex- 
change so that they can secure funds in 
the commercial paper market at accep- 
tance rates for the purpose of making 
direct loans to agricultural cooperative 
associations at favorable rates of in- 
terest. Not the least significant feature 
of the entire change is that the new 
law makes all such paper, including the 
debentures, eligible as collateral for 
Federal Reserve notes. In other words, 
60 per cent of all this business done by 
these banks may be turned into addi- 
tional currency by the Federal Reserve 
banks if there is a demand for the 
money. 

The Federal Reserve was already au- 
thorized by law to rediscount Interme- 
diate Credit bank acceptances although 
the banks were not authorized to accept 
bills or drafts. The Reserve also under 
the old law could rediscount agricul- 
tural paper discounted by the Inter- 
mediate Credit banks for banks or agri- 
cultural finance companies which in 
turn had discounted it for borrowers, 
but it could not discount notes payable 
representing direct loans or advances 
to such institutions. 


EFFECTS OF THE NEW LAW 


ON THE face of things the acceptances 
of the banks conform to all rules for 
self-liquidating commercial paper. Most 
of the loans and discounts made by 
the Intermediate Credit banks come 
within the rules of the Federal Reserve 
with maturities of from three to six 
months, although loans may be made 
under the law for periods up to three 
years. The usual 90-day limit for redis- 
counts at the Reserve was already ex- 
tended by law to a limit of nine months 
in the case of agricultural paper. 

The effects of these changes in the 
law are to be two-fold and direct. The 
intent of the new law doubtless is to 
extend the facilities of the Federal Re- 
serve to agriculture more directly 
through these Intermediate Credit 
banks. This is in keeping with the gen- 
eral policy of the Government and in 
fact is in keeping with the only excep- 
tions made in the deflationary features 
of the original draft of the Glass Bank- 
ing Bill. The effect on the Federal Re- 
serve, however, also may be consider- 
able for the Act will afford all the time 
considerably more than $100,000,000 
in debentures or agricultural paper eli- 
gible as Reserve note collateral, releas- 
ing under present conditions just that 
much gold. (CONTINUED ON PAGE 68) 
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000,000 of which the Government was 
to take a fifth. Stephen Girard of Phila- 
delphia subscribed for $3,000,000 and 
Philadelphia took $9,000,000 in all. 

The location of the main office of the 
bank at Philadelphia was a great testi- 
monial to the city. With its 18 branches 
throughout the nation, it kept Philadel- 
phia in close touch with conditions in 
all parts of the country, made the city 
a center of exchange, and encouraged 
trade in all directions. 

The opening of the Erie Canal in 
1825 gave an impetus to New York that 
at last sent it ahead of Philadelphia in 
commerce and population, and the legis- 
lature, citizens and banks in Pennsyl- 
vania made concerted efforts to improve 
transportation to the Ohio River in 
order to compete with New York’s new 
route to the west. But the way was 
mountainous and it was not until 1835 
that a combination route was opened, 
made up of a railroad to Harrisburg, a 
canal to Columbia, ten inclined planes 
over the Alleghenies and another canal 
to Pittsburgh. 

A better understanding of how to 
burn anthracite coal, which began about 
1820, led to a boom in the anthracite 
field in 1829 and to important financ- 
ing of the mines and of transportation 
to and from them. Because of prox- 
imity to the old bituminous coal fields 
and the new anthracite mines, Phila- 
delphia developed many and _ varied 
manufactures which required commer- 
cial banking more steadily month by 
month than was usual at that period. 
Besides these, the great Cramp ship- 
building yards were established there 
in 1830, and the 
Baldwin Locomo- 
tive Works in 
1831. 

When Stephen 
Girard died at the 
end of 1831, he 
left millions to 
the city to found 
Girard College 
and other bene- 
factions. One of 
the commission- 
ers to manage the 
trust funds was 
the mayor, Ben- 
jamin W. Rich- 
ards, who was so 
impressed with 
the workings of 
the foundation 
that in 1836 he 
established the 
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Philadelphia—BANKS AND CITIES 


(CONTINUED FROM PAGE 31) 
Girard Life Insurance, Annuity and 
Trust Company (now the Girard Trust 
Company). For this, the life and an- 
nuity features obtained a_ perpetual 
charter. 

After it was seen that the charter of 
the second United States Bank, which 
expired in 1836, would not be renewed 
by Congress, the bank was given a Penn- 
sylvania charter, but lingered on only a 
few years. 

Philadelphia also claims the honor 
of having had the first building and 
loan association in the United States. 
This was the Oxford Provident Building 
Association established in 1831. 

One of the new institutions becoming 
prominent in banking in that period was 
the Drexel Banking House, which was 
established by Francis M. Drexel in 
1837. This did much in selling national 
securities to finance the Mexican War. 
Enoch W. Clark of E. W. Clark and 
Company arranged the finances for the 
Government during the Mexican War. 

Other banks chartered before the 
Civil War and still in operation, were 
the Tradesmen’s Bank, established in 
1846, and the Corn Exchange Bank, 
founded in 1858 with Senator Alexander 
G. Cattell as president. In 1858 the 
Philadelphia Clearing House was estab- 
lished, clearing for 17 banks. 

When the Civil War began, Philadel- 
phia had far less banking capital on 
paper than New York, but just as in 
the Revolution and other wars Philadel- 
phia bankers took the lead in helping 
the Government to finance the conflict. 

Most striking of these was Jay 
Cooke, who had formed a banking house 


In 1835—Philadelphia Exchange with Girard Bank at right in the building formerly 
occupied by the first United States Bank, probably the country’s oldest bank building 


early in 1861. With Drexel and Com. 
pany and with the aid of the banks, he 
sold the Pennsylvania state loan of $3,- 
000,000 at par. After the Battle of Bull 
Run, he raised $975,000 through the 
banks in a few days. With Secretary 
Chase in August, 1861, he persuaded 
the Philadelphia, New York and Boston 
banks to advance $50,000,000. In Oc- 
tober, 1862, he was made sole national 
agent for the new Government bonds 
and sold $362,000,000 by January 21, 
1864. Cooke promoted many of the new 
national banks and used them in dis- 
posing of national bonds, both to others 
and as a basis of their own circulation. 
In January, 1865, Cooke was again 
made sole agent for the Treasury De- 
partment, and sold $300,000,000 of 
bonds in less than 30 days. In all he 
disposed of about $1,500,000,000 of 
Government securities. 

In 1864 a great sanitary fair was 
given to aid the military hospitals, and 
under the leadership of John Walsh, the 
banker, this raised over $1,000,000. 

The first of the new national banks to 
be chartered in the country was the 
First National Bank of Philadelphia, 
which was established on January 10, 
1863 with Oliver W. Davis serving tem- 
porarily as president. He was succeeded 
by Clarence H. Clark upon the latter's 
return from the army. 

Among other new national banks 
were the Second National and the Sixth 
National, both founded in 1864. Other 
banks established in the 60’s are the 
Central-Penn National (1865), the 
Provident Trust Company (1865), and 
the Fidelity-Philadelphia Trust Com- 
pany (1866). 

A great enter- 
prise that Phila- 
delphia banks 
helped to finance 
was the petro- 
leum industry. An 
oil well had been 
sunk by Drake in 
1859, but it was 
not until after the 
Civil War that 
the boom was on 
in full force. The 
wells were west of 
the Alleghenies, 
but the develop- 
ments were so 
startling that they 
drew millions 
from _Philadel- 
(CONTINUED ON 

PAGE 68) 
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THE NATION’S 
FIRST NATIONAL BANK 


This bank, its directors, its officers, 
and its customers all take a pardon- 
able pride in the fact that it holds 
Charter Number One under the National Bank Act. 
Historically, it is important to be first of all National 
Banks in the United States, but it is also important to 
possess a reputation for prompt, willing, and efficient 
service. 

Philadelphia, by virtue of its location, port, indus- 
try, manufacturing and banking importance, does 
business with the rest of the world. Your cus- 
tomers’ business transactions at Philadelphia 
could be served most efficiently through a 


direct connection here. 


-No.l 
Ist Banc 


OF PHILADELPHIA 


315 Chestnut Street 32nd and Market Streets 
1500 Walnut Street 2ndSt. & Girard Avenue 
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Through Good Times and Bad 


Steady Cooperation 


Since 1851 this organization has steadily 
cooperated with leading banks and indus- 
tries in all sections of the United States — 


through good times and bad. 


The major depressions have always made 
new friends and more firmly cemented 


old connections for Central Hanover. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


Representatives in 


LONDON, PARIS, BERLIN AND BUENOS AIRES 


NO SECURITIES 


| 
| 
| 
| 
| 
| 
| 
VY 
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| 
| 
FOR SALE 
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The Condition 


we are currently passing, an adequate summary 

of the month’s developments in business and fi- 
nance may be obtained by a study of the course of 
the markets and of the numerous statistical indices of 
production and distribution. 

The situation as it unfolded itself during the month 
June 15-July 15 would present a dreary picture, in- 
deed, if we were compelled to appraise it wholly in the 
light of these standards. For in that period the stock 
market, which had rallied in early June on the news 
of the formation of the American Securities Investing 
Corporation and the balancing of the budget, slowly 
receded again until by the end of the month it had 
penetrated new low ground for the 1929-1932 decline; 
production in the steel industry, its contraction ac- 
celerated by the mid-summer holidays, fell to the al- 
most unprecedentedly low level of 12 per cent of rated 
capacity; while building construction declined 64 per 
cent as compared with the corresponding period in 
1931. Reflecting this extremely low rate of industrial 
activity, the month produced a dispiriting array of 
dividend reductions and omissions, the list including 
the stock issues of such outstanding companies as 
Atchison, Topeka & Santa Fe, Sears Roebuck, Public 
Service of New Jersey, Brooklyn-Manhattan Transit 
and New York, New Haven & Hartford. 


[: MORE normal times than those through which 


PROGRESS 


FORTUNATELY, such indices as these do not tell the 
real story of the progress that has been made in the 
past month. The world at the moment is in the midst 
of a crisis of confidence; therefore, the real story of the 
month’s accomplishments must be sought, not in the 
normal barometers of trade, but in the record of its 
achievements looking toward the removal of those 
incubuses which are preventing the recovery of confi- 
dence. In other words, what we are interested in at 
this juncture of the depression is not business indices, 
but a restoration of those normal conditions which 
permit of a free interplay of world trade, and without 
which business statistics are of themselves meaning- 
less. 

Judged by such a fundamental test, the past month 
has been one of very real progress, for it has given 
us at least five developments which unquestionably 
will be regarded in retrospect as milestones on the 
road to domestic and world recovery. These were: (1) 
The defeat of the soldiers’ bonus bill, with its threat 
of a $2,000,000,000 inflation of the currency; (2) the 
termination of the world “run” on American gold re- 
sources, which definitely ended one phase of inter- 
national monetary confusion; (3) Great Britain’s 
courageous and spectacular decision to rid itself of 


of BUSINESS 


the crushing burden in fixed charges of its £2,000,- 
000,000 War Loan, by offering to convert the 5 per 
cent issue into cash or 314 per cent bonds at the op- 
tion of the holders; (4) the first signs on the part of 
the disarmament conference, under the goad of Presi- 
dent Hoover, of a willingness to attack this problem 
realistically; and (5) the agreement of the leading 
nations of Europe on a final settlement of reparations, 
involving the almost nominal lump payment by Ger- 
many of 3,000,000,000 marks. 

It is too early, as we go to press, to place a final 
estimate on the importance of the Lausanne agree- 
ment; but there can be no question of its potentialities 
in the direction of quieting the apprehensions of a 
distraught world. The whole agreement, admittedly, 
must survive or perish, according to the attitude of 
this country at the expiration of the Hoover morato- 
rium. We cannot say now precisely how generous that 
attitude will be. The Republican Party in its plat- 
form has omitted all reference to the question of inter- 
allied debts, while the Democratic Party has gone 
on record as opposed to “cancellation.” Plainly, the 
former at least leaves the door open to a frank dis- 
cussion of the question of adjusting our claims on 
Europe to the diminished ability of the latter to pay; 
while even the Democratic plank is not necessarily 
as formidable or as final as it would appear to be on 
superficial examination. 


EUROPEAN HARMONY 


REGARDLESS of what the United States does or does 
not do when the time comes for a reopening of the 
debt question—a time which, happily, will be one 
freer of politics than any period for the past two 
years—one thing cannot be ignored. That is the 
amazing progress made among the principal Euro- 
pean powers, under the courageous leadership of 
Prime Minister MacDonald, in understanding and ac- 
commodating themselves to one another’s problems. 
The change of attitude at Lausanne which made pos- 
sible the agreement of July 8 dates from the moment 
when Mr. MacDonald made it clear to Germany that 
England was standing behind France in the latter’s 
demands on the Reich. This was the move that made 
Germany see the light; it was the move that encour- 
aged France—fearful up to that time that it was the 
objective of a new “balance of power” policy by 
Great Britain—to throw aside over night its intran- 
sigent attitude. 

Two lesser developments of the month should be 
referred to: one of them of unfavorable, the other of 
favorable, import. The first of these was a change for 
the worse in the banking statistics, which showed a 
heavy increase in (CONCLUDED ON NEXT PAGE) 
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circulation. During the fortnight ended 
July 6 outstanding currency increased 
$270,000,000, bringing the total to a 
new high of $5,775,000,000. In other 
words, the gains in the way of currency 
contraction scored since the anti-hoard- 
ing movement was inaugurated were 
nullified. However, no nation-wide re- 
crudescence of hoarding was reflected 
in these figures. The phenomenon was 
due partly to the expansion in the 
use of currency incident to the inaugu- 
ration of the check tax; partly to bank- 
ing difficulties in the mid-west area— 
difficulties of a strictly local character; 
and partly to the seasonal holiday de- 
mands. 

The other development was a rather 
striking recovery in the prices of a 
number of important basic commodi- 
ties. Cotton, sugar, and hogs led the 
way in a June-July advance which car- 
ried the sensitive index of the New York 
Times Annalist 4.5 per cent higher be- 
tween June 14, when the post-war low 
was recorded, and the end of the first 
week in July. These advances, while 
not necessarily heralding the turn of 
commodity prices as a whole, are not 
without significance. They are a re- 
minder that stocks of many commodi- 
ties are at levels from which they can 
—and undoubtedly will—make spec- 
tacular recoveries when confronted by 
that demand which will automatically 
put in its appearance with a revived 
public confidence. 


Recently— 
(CONTINUED FROM PAGE 9) 


the House of Commons, accepted the 
one-third reduction idea, but intro- 
duced its own program with extensive 
modifications of the Hoover plan. As 
the month closed, it seemed that if 
anything, confusion was only worse 
confounded by this sequence of events. 

As one Geneva commentator put it: 
“With the British answering the 
American proposal to reduce the num- 
ber of warships without reducing the 
size by proposing to reduce the size 
without the number, the arms confer- 
ence thought it was back in 1926, when 
the preparatory disarmament com- 
mittee, blocked by the same issue, took 
a three-year vacation while the British 
and Americans argued.” 

An epochal event in the international 
financial situation occurred on June 15 
when the Bank of France announced 
that it had definitely concluded its pro- 
gram of converting its dollar balances 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1932 


into gold. This announcement formally 
brought to an end a chain of events that 
began with the collapse of the Credit 
Anstalt a year ago and later involved 
nearly the whole world. In the course of 
the “run” on the dollar this country 
gave up, all told, approximately $1,100,- 
000,000 in gold. Of this France alone 
took $761,000,000. 

On June 30 the Bank of England an- 
nounced its long-discussed plan for con- 
verting its huge War Loan 5 per cent 
issue. Those wishing to be paid in cash 
will have that option, although it is the 
hope of the Treasury that the bulk of 
the holders will take a new 314 per cent 
twenty-year obligation, and the success 
of the operation depends largely on how 
many make that choice. The issue 
amounts to £2,000,000,000 and has 
been redeemable since 1929. 


SOUTH AMERICAN UNREST 
THE month was not without its evi- 
dences of political unrest throughout the 
world. In Chile, Colonel Marmaduque 
Grove, who had seized the reins early 
in June, was overthrown in a counter- 


The Golfers’ Trophy, awarded each year 
at the annual golf tournament held dur- 
ing the American Bankers Association 
Convention, The banker turning in the 
lowest net score wins possession for a 
year, and permanent possession if he 
wins it three times. Those eligible to 
compete include officers of member 
banks of the Association, members of 
firms or private banker members, and 
state association secretary members. 


revolt by followers of Carlos G. Davila, 
who thereupon announced that the situ- 
ation reverted to that of June 4 when 
he had been ousted by Grove, leader of 
the extremist wing of his own revolu- 
tionary group. Former President Carlos 
Ibanez, exiled, subsequently made an 
attempt to regain control of the Re. 
public, but was thwarted and sent back 
to retirement in the Argentine. Mean- 
while, serious mutterings were report- 
ed from Brazil, where Sao Paulo 
was in revolt and with it three other 
states. 

Captain Miguel Calvo, chief of the 
secret police of Cuba, was assassinated 
on July 10, following which event the 
city was placed in charge of the military, 
In the distant country of Siam a peace- 
ful revolution was engineered on June 
24, the army and navy combining as a 
people’s party to overthrow the benevo- 
lent despotism that has been in force 
there for the past 60 years. King Pra- 
jadhipok accepted the end of absolute 
power and the establishment of a con- 
stitutional monarchy. 


LONDON—DUBLIN 


THE controversy between the British 
Government and President de Valera 
over the payment of Irish land annuities 
continued with undiminished bitterness. 
London, in a final message to the Free 
State president on June 29, declared it 
would take reprisal by means of tariffs 
if the payments were not forthcoming; 
and when de Valera made good on his 
threat not to continue the payments 
London made good its counter-threat by 
imposing duties of 20 per cent on nearly 
all Irish agricultural exports to Great 
Britain. The new tariffs became effective 
at midnight, July 14. 

A significant sequel to the reparations 
conference was recorded on July 13, 
when the British and French Govern- 
ments announced an agreement between 
themselves re-establishing the Anglo- 
French entente as.a dominant force in 
European politics and creating some- 
thing like a political truce among the 
chief European powers. 


POLITICAL 


ON June 16 the Republican National 
Convention, meeting at Chicago, re- 
named the Hoover-Curtis ticket on the 
first ballot. The President obtained 
1,12614 of a possible 1,154 votes. 

A fortnight later Governor Roosevelt 
of New York and Mr. Garner of Texas, 
Speaker of the House, were chosen as 
the Democratic nominees. Mr. Roose- 
velt secured 945 votes. 
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IRVING TR BALTIMORE TRUST COMPANY 
Ne Baltimore 


ROYAL BANK OF CANADA 


Montreal 


Your bank, too, can enjoy the 
same skill and experience in 
vault manufacture and construce- 


tion that have made the name of 


YORK preeminent throughout 
the world. We will gladly confer 


with you regarding the size and 


a4 mes 
2 type of vault your bank requires. onsen 
FIRST UNION TRUST & SAVINGS CHASE NATIONAL BANK 
BANK Chicago New York 
YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE AND BURGLAR DROOF SAFES AND CHESTS 
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FEDERAL RESERVE BANK 
Cleveland 
| 
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| 
BANK OF MANHATTAN TRUST 
COMPANY New York — 
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Since [BOI 
a bank for 
bankers 


| Capttal and Sarplus 
| 
| S35.000.000.00 


theUNION TRUST o CLEVELAND 


Branch Banking: 
A Reply 


(CONTINUED FROM PAGE 15) 


| 


‘with well diversified loan cases, but 
were due to the failure of two or 
three large banks in Philadelphia and 
‘Pittsburgh, each of which dragged 
down a number of smaller suburban 
;and country banks which were their 
'correspondents. Now, how could the 
|situation have been worse if these cor- 
| respondent banks had been branch 
banks? Our present correspondent sys- 
tem has this one disadvantage and 
some others of branch banking without 
any of its advantages and responsibili- 
- 
| Mr. McWhirter in raising his straw- 
iman of horrific appearance declares 
| “when branch banking becomes only the 
| window dressing for a determined drive 
to destroy our whole dual system, it 
strikes at the very foundation of Ameri- 
can principles.” This is certainly terrible 
and is calculated to make every Ameri- 
can tremble in his shoes, but he does 
not explain just how “the foundation 
of American principles” is to be under- 
| mined. The most that could happen 
| would be the consolidation of a few of 
the $10,000 and $25,000 state banks in 
the West or South, so as to become 
branches of national banks in states 
where state banks are not now per- 
mitted to have branches. That advan- 
\tage could last only until the next 
‘session of the state legislatures, suppos- 
|ing they happen not to be in session at 
ithe time of the passage of the Glass 
Bill. 


EARLIER BRANCH BANKING 


IF Mr. McWhirter is implying that 
branch banking itself “strikes at the 
very foundation of American princi- 
ples,” how can he explain the fact that 
his own state of Indiana managed to 
exist many years in the days of “earlier 
laws” with one of the most notable 
branch banking organizations of Ameti- 
can history, the Bank of Indiana or 
the Bank of the State of Indiana, 
flourishing under the leadership of 
Hugh McCulloch who became the first 
Comptroller of the Currency and the 
organizer of the National Banking Sys- 
tem? How can he explain also the fact 
that the states of Delaware, Maryland, 
| Virginia, North Carolina, South Caro- 
lina and Rhode Island have managed 
to exist many years under state-wide 
branch banking laws, or to take a more 
notable example, how can he maintain 
that the state of California has failed 
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to preserve “American principles” since 
the passage of the California Bank Act 
of 1909? 

Right here, I would like to commend 
to Mr. McWhirter’s attention an ex- 
cellent discussion of the old Bank of 
Indiana in a monograph published by 
the University of Indiana, and I should 
also like to call attention to a study of 
branch banking in California in a recent 
issue of the Quarterly Journal of 
Economics which presents strong evi- 
dence to the effect that the well man- 
aged unit banks have been benefited 
rather than harmed by the better bank- 
ing ideals put into practice by the 
principal branch banking organizations. 
According to this study a unit banker 
in California may turn down a loan 
which he knows would likely prove to 
be unsafe without fear that a competing 
branch banking office would seek to get 
the account away from him by grant- 
ing the loan. 


THE COUNTRY BANKS 


Mr. McWhirter has ignored entirely | 


the very cogent arguments of the Comp- 
troller of the Currency showing that 


branch banking instead of causing | 
monopolistic concentration of credit | 
would decentralize credit by enabling | 
country banks enlarged through con- | 


solidation with other country banks to 
retain at home business which is now 
forced into the big cities. 

The fact is that our unit banking sys- 


tem is a Wall Street system, dating | 


from the New York Free Banking Act 
of 1838, and has fostered the greatest 
possible concentration of credit in our 
big cities, especially in New York. No 
such concentration is to be found in the 
eastern cities of Canada, while their 
great branch banking organizations are 
today loaning more money in the 
prairie provinces of the west than the 
total deposits of those provinces, in- 
cluding the deposits of such cities as 
Winnipeg, Calgary and Edmonton. This 
is something that cannot be done under 
our banking system. In every American 
community of any size there are per- 
sons of wealth and industrial establish- 
ments too large to be accommodated by 
the local bank. They are forced to go 
to the big cities for credit and the funds 
to take care of their demands are 
actually furnished by the local country 
banks through their correspondent re- 
lationships. Could any system be more 
beautiful without being purposely ar- 
ranged to force funds and force business 
into the big cities? 

If we can now see the straw ogre 
raised by Mr. McWhirter in its proper 
perspective and shrunken to about the 


100,000, 
TRANSIT 
CHECKS 
DAILY 
DEMAND 


Bank employees handling a large volume of items 
always welcome the appearance of Gilbert Safety 
checks because the check background is plain. There 
is no pattern to reduce the instant readability. Vari- 
ations in ink tones still produce a sufficient contrast 


to insure correct reading at a glance. 


The safety Features of Gilbert Safety Bond are its 
chemical content which produce a brown stain where 
fraudulent attempt is made with ink eradicator, and 
the delicate surface colors that are immediately re- 


moved leaving a white spot when erasures are tried. 


Ask your printer or lithographer for sample checks 


printed on Gilbert Safety Bond. 


GILBERT SAFETY BOND 


THE LEGIBLE SAFETY 


GILBERT PAPER COMPANY, MENASHA, WISCONSIN 
Manufacturers of High Grade Bonds and Ledgers for Forty Years in a 
Modern Mill by Experienced Craftsmen Keyed to High Quality Production. 
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Can You Regain it 


A CONFERENCE ON ADVERTISING 
AND NEW BUSINESS PROBLEMS 


Pusitic CONFIDENCE. 


A Meeting of Financial Men 
and Minds for Mutual Benefit 


Changing conditions; how to meet 
them. Dwindling confidence; how 
to restore it. Diminishing returns; 
how to stem them! Four days— 
9:30 A. M. to 10:00 P. M. every 
day—solid sessions crammed with 
fact-finding discussions 

are invited to attend this annual 
conference which will change the 
conception of the uninitiated 
concerning a convention. 


90 informative talks and discus- 


sions by 90 financial advertis- 
ing and merchandising leaders. 


Every bank, trust company and | 


investment concern interested in 
meeting the problems of today 
should have one or more repre- 
sentatives at this conference. 


An exhibit of over 200 panels 
will contain the direct mail, news- 
paper, billboard and window ad- 


vertising of the nation’s leading 


financial institutions. 


For hotel reservations and convention details address Preston E. Reed, 
Executive Secretary, Suite 1752—231 South La Salle Street, Chicago 


FINANCIAL ADVERTISERS ASSOCIATION 
17TH ANNUAL CONVENTION - SEPTEMBER 12+ 13+ 14+ 15 


CONGRESS HOTEL - CHICAGO 


| over the United States. 


proportions of the ordinary china doll, 
let us add that all that Sec. 19 of the 
Glass Bill does is to remove restrictions 
which have prevented American bank- 
ing from a natural and proper develop- 
ment and have kept it divided into 
small, often inefficient units. Removal 
| of these restrictions would simply per- 
| mit the consolidation of banks not 
| located within the same city limits and 
would result in the growth of branch 
banking chiefly among country banks, 
_ It is somewhat amusing to find that 
branch banking while vociferously op- 
posed by some country bankers has also 
been strongly opposed by many of the 
big city bankers, including New York 
bankers (see the testimony of Mr, 
Wiggin, Mr. Davison and Mr. Mitchell 
before Senator Glass’ Committee), 
The country banks are afraid of the 
city banks and the city banks are afraid 
of the country banks. In reality the 
latter have much the more reason to be 
| afraid. Consolidations of country banks 
can and would take some of their big 
business. 


BIG vs. LITTLE BUSINESS 


They have no need of branches for 
they already do the big business all 
They don't 

want the little business and many of 

them refuse to take accounts which 
would be considered fairly large by 
most country banks. With the excep- 
| tion of the state of California which is 
particularly adapted to branch bank- 
ing on account of its great size and 
| diversification of agricultural products, 
| most of the branch banking institutions 
where state-wide branch banking is per- 
mitted are distinctly country banks. 
Certainly no element of absenteeism 
or lack of knowledge of local conditions 
and institutions can apply to branch 
banking limited to states or to the 
tentative 50 mile extension over the 
border if that provision remains in the 
| bill (Senator Glass has already stated 
that he did not expect it to be retained). 

The present state-wide branch banking 

organizations in the south and west 

have on their boards of directors repre- 
sentatives of every section served by 
branches and there is no reason to doubt 

that will be the case when Sec. 19 
| of the Glass Bill is enacted into law as 

it must be at some time if we are to 
_ have adequate and safe service in all of 
| our rural communities. 

There are, of course, many Strong 
well managed country banks, some of 
them located in territory where there 
is such a diversification of industries 
that they are under no temptation to 
concentrate their loans too much in one 
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industry and others so well managed 

that even though located in one crop or 

one industry territory they have been 

able to resist the temptation to put all 

their eggs in one basket. Such banks 

have nothing to fear from branch bank- 

ing. If they don’t want to consolidate 

with other banks they will certainly not Sto Over 

be forced to do so. Consolidation, how- 

ever, has saved many banks from fail- 

ure in California and has given that # » 

state an excellent record. It could have Privi £ ey 
saved many banks in other states if it 

had not been for the unfortunate and 

antiquated restrictions of our law, re- 

strictions which do not prevail in any a 

other great commercial country. When 

Sec. 19 of the Glass Bill becomes law 

there is every reason to believe that To the summer tourist the 


through consolidations we shall gradu- . im 
ally build up larger, better managed attractive feature of his 


country banks and shall put a stop to “ns 2 ° 
nner no Circle Tour” is the time he 
may spend at each point of 


Banking Issues in | interest on the way. 


the Campaign | But why send your collec- 
(CONTINUED FROM PAGE 22) tion items on vacation ?—a 


national campaign are more uncer- day in one bank, a night in 


tain than those of any campaign h th ; 
since 1896, save perhaps that of 1916. another, with innumerable 


The multiplicity of issues makes clear- side trips into Post Office 
cut decision difficult. Disregarding the 

18th amendment or any other possible boxes at your expense. 
“paramount issue’, the economic ques- 
tions are too complex and too inter- T m d f 
woven and differences on the questions ake a vantage or our Cone 


too nebulous to sway the country one | ] tinuously operating direct 
way or the other. The result will prob- : ; 

ably be a rather general breaking up of collection service. 

party lines on the economic phases of , 
the campaign with corresponding un- 
certainty as to the treatment of these 
issues in the next Congress. Economic 
issues as related directly to business 
and banking will probably be passed 
upon more according to local sentiment 
than upon a national basis. If in a gen- 
eral way issues seem to shape them- cook ibecce 
selves largely as the north and east 


against the south and west, as debtor PHIL ADELPHIA 


states against creditor states, it is be- 

cause the interests or supposed inter- 

ests of these localities seem to shape | AT I Oo | A L R A S| K 
themselves that way. The next Con- ORGANIZED 1903 

gress will be governed by the people 

back home to an extent not carried out 

in actual practice for a number of years, PHILADELPHIA, PA. 
because recent issues have aroused back 

home a deeper interest in economic and Capital and Surplus. . . se ee 
political problems than the usual quad- 

Tennial enthusiasm. After all, in final 

analysis, ours is a representative Govern- 

Ment as its founders intended it to be. 


All items received at par. 


$42,000,000 
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sites in which a church is embodied, 
and these enterprises run in size to 
something approaching big business. 
In such cases the office building rather 
than the church is the security involved 
and the financing is more a matter of 
ordinary real estate development and 
real estate financing than one purely ec- 
clesiastical. In church undertakings 
where the construction of fine churches 
is for presumably wealthy congrega- 
tions, however, there is a goodly num- 
ber whose obligations approach $250,000. 
These obligations are bonds, usually un- 
derwritten by banks and largely held by 
banks. 

Of the total amount of bonds issued 
for church construction purposes be- 
tween $16,000,000 and $17,000,000 are 
now in default. In the group above men- 
tioned there are 292 churches in such 
condition that they have been refused 
aid for refinancing during the past 12 
months. They require $5,485,000 im- 
mediately for refinancing lest their loans 
be foreclosed. The various church boards 
to which appeals for aid in such cases 
usually are made, have about 10 per 
cent of this amount available for the 
purpose. There have been numerous 
foreclosures and the number is rapidly 
increasing. 

Lest the picture thus outlined be con- 
sidered too discouraging in its influence, 
it may be well to note here that in spite 
of the increase in delinquencies and fore- 
closures the church real estate situation 
is better than that of any other major 
line of real estate financing. Delinquen- 
cies in farm loans, loans on city prop- 
erty and upon residences are far larger 
both in actual amount and in propor- 
tion to the total loans outstanding. The 
present acute difficulty lies in certain 
special features of the church loans. 

What can a creditor, especially a 
bank, do with a church building ac- 
quired under foreclosure? It is seldom 
that a bank can use such a building. It 
is sometimes possible to rent it, and 
often the building is rented for the 
time being to the former owners. Sales 
are difficult because, while sites may be 
valuable, the necessity of clearing them 
for rebuilding often takes much from 
their value. Remodeling is often possi- 
ble but this involves expense which cred- 
itors usually are not willing to make in 
these times, and in the case of a bank 
it involves legal problems not easily 
solved. 

The situation presents a distinctly em- 
barrassing problem for many banks, 
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Church Debts and the Local Bank 


(CONTINUED FROM PAGE 16) 


Most future difficulties can be avoided by better church business 
organization and more conservative building policies. “With three. 
quarters of the cost in cash, unborrowed, get the finest board of 
trustees available and borrow the other one-fourth on first mort- 
gage”—this is the dictum of church officers now.—The Author 


especially for those in medium-sized or 
smaller cities. There is perhaps not a 
bank in the country which is not dis- 
posed to take some risk in financing the 
churches of its community. As a means 
of moral uplift and in developing a reli- 
able background, a church is of definite 
value aside from any other considera- 
tion. A community without a church 
would offer little promise for the fu- 
ture of any bank, and a community 
willing to be without a church would 
be a poor banking risk. However, 
churches are eleemosynary institutions; 
banks are not. Admitting sound business 
as well as the moral obligation on the 
part of a bank to aid its community in 
the construction of churches, the fact 
remains that the bank must consider a 
church loan as a business transaction to 
be conducted upon business principles. 


THE SECURITY OFFERED 


UNDER present conditions this is not 
altogether easy. The difficulty in dealing 
with them lies in the nature of the se- 
curity they have to offer. This is usually 
good as to quantity, but is always slow 
and usually involves too small a meas- 
ure of responsibility upon too large a 
number of people. Theoretically, a 
church and its congregation ought to be 
a good financial risk, and as a moral 
risk it is unimpeachable. Aside from ab- 
solute honesty in its dealings, it repre- 


A community without a church 
would offer little promise for the 
future of any bank 


sents the best elements in a community, 
It is an upbuilding force which ordi- 
narily draws to its support all that is 
progressive locally. It is a continuing 
organization, not subject to death or to 
ordinary business losses. Its financial 
support comes normally from a large 
number of presumably law-abiding, 
honest people and legally, in most cases, 
from a smaller but still comparatively 
large number of substantial citizens, 
The responsibility for its financial wel- 
fare falls not only upon its present 
membership but also upon coming gen- 
erations. 

The weakness in organization lies in 
the fact that income is ordinarily from 
voluntary subscriptions. Usually these 
are forthcoming under ordinary and 
normal conditions. Under extraordinary 
or abnormal conditions, however, the 
subscriptions are not so reliable. The 
plain truth of the matter is that church- 
es usually are not organized on a busi- 
ness basis. Their financial affairs con- 
cern every member but only too often 
what is everybody’s business is nobody’s 
business. In the average board of trus- 
tees the church’s financial affairs are 
conducted by one or two members and 
the disposition of the other trustees and 
of the membership generally is to “let 
George do it,” and quite often one might 
almost say that George is a banker. 
In times of prosperity things usually go 
well enough. In times of depression 
George usually has a hard time of it. 
The fault usually lies in a weak business 
organization, particularly in those de- 
nominations whose national or central 
organizations are.also weak. 

It is significant that while the com- 
parative indebtedness of several of the 
larger denominations does not vary 
greatly in proportion to membership, 
the comparative credit standing of the 
churches as indicated by the proportion 
of defaults usually varies with the 
strength of their national organization. 
The stronger the national organization, 
the smaller is the proportion of defaults. 
This is merely the logical result of the 
old axiom that “in union there is 
strength”, but it has a practical appli- 
cation in the present situation. Since 
church construction financing has al- 
most become big business, it should 
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follow that it ought to be conducted on ! 
big business principles, which has cer- | 
tainly not been the case with most of | 
the church organizations. 

There may be a way out of immedi- 
ate embarrassments for many churches 
through the proposal by one national | 
church organization in New York work- 
ing for the benefit of all churches with 
similar organization. The plan in the 
rough was presented before the National 
Conference on Church Architecture in 
New York City some time ago and to 
other organizations since then by the | 
Reverend A. B. Keeler, director of the | 
department of buildings and property 
of the board of national missions of 
the Presbyterian Church. 


SUGGESTED METHOD 


IT proposes to establish a revolving 
loan fund of $10,000,000 to be advanced | 
by ten men. The subscriptions are to | 
draw 3 per cent interest. The money is 
to be loaned at from 4 per cent to 5 per | 
cent interest to all regularly organized 
and incorporated Protestant churches 
on first mortgages. The loans are to be | 
made for refinancing loans on buildings | 
used for church purposes and for the | 
construction of new buildings where the 
advance is the sole lien on the property 
and where such churches do not enter 
into competition with others serving 
the same field. The corporation also 
would be empowered to purchase bonds 
or other church securities at a discount 
either as a means of refinancing or as 
an investment for the corporation. 

The spread between the borrowing 
and lending rates, estimated to produce 
about $100,000 annually, would be de- 
voted to paying the expenses of the 
organization—estimated at about $40,- 
000 a year—with the balance to be 
turned into a “silent loan fund” for the 
assistance of churches in acute need of 
relief. Loans would be made at not to 
exceed 50 per cent of the cost of church 
and real estate, or the appraised value, 
whichever is lower. They would run 
on an amortization basis for not over 
20 years. 

The plan contemplates the use of 
$7,500,000 of the fund for the refinanc- 
ing of present loans, with the other 
$2,500,000 to be used upon new proper- 
ties. The loans may be arranged on the 
basis of bond issues, in which event the 
organization would take up to half of 
the issue provided it does not exceed 
50 per cent of the value of the property, 
and in no case would the organization 
compete with investment bankers. This 
plan is still under practical considera- 
tion with rather bright prospects of 


before they got started / 


Just as surely as burglars and bandits attempt to 
attack an A.D. T. Central Station protected bank, just 
as surely is an A.D.T. patrol speeding to the scene. 


A.D.T. Central Station protection services include 
electrical devices installed within the bank which 
transmit warning signals—day or night—to the near- 
est A.D.T. Central Station. There is immediate, or- 
ganized response of the armed forces of A.D.T., 
with police department cooperation, when needed. 


It is significant that the United States Treasury and 32 
Federal Reserve Bank Buildings are protected by 
A.D.T. systems. A new booklet—“The Inside Story of 
Bank Protection”—mailed to executives on request. 


CONTROLLED 


"AMERICAN DISTRICT: 
TELE GRAPH COMPANY 


being inaugurated very successfully. 
Church financing has developed to a 
point where it requires something more 
than the old hit-or-miss methods. And 
in so far as it has become a national 
affair it should be handled upon broad 
national lines. No doubt the initiative 
in church construction will still lie with 
local congregations, and in financing the 
local banks will still have the major 
share and responsibility. Most of the 
present embarrassment is temporary. 


Cheering News 
IN this period of dividend omissions 
and defaults on bonds, it is interesting 
to note that the Bank for Savings in 


New York City has just made its 246th 
consecutive payment to depositors, and 
that seven other mutual savings banks 
in New York City and State have un- 
broken dividend records for 100 years. 


IN the Bank for Savings, there is a 
deposit which exemplifies the earning 
power of savings. Back in 1819, a 
depositor put $10 in this bank, increas- 
ing the amount by $5 in the following 
year. This account has been left un- 
touched by the heirs of the original 
depositor and now totals $3,098.80, two 
hundred times its original figure. How 
many other investments which date 
back that far can show a like record? 
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FIDELITY~- PHILADELPHIA 
TRUST COMPANY 


Organized 1866 
135 SoUTH BROAD STREET 


325 CHESTNUT STREET 


6324 WoOoDLAND AVENUE 


PHILADELPHIA 


The Reserve System 
Gives New Impetus 
to Farm Credits 


(CONTINUED FROM PAGE 55) 
For the Intermediate Credit banks the 
immediate effect will be a material low- 
ering of interest rates which can be 
passed on directly to the farmer-bor- 
rower. 

High interest rates on debentures— 
though in fact they may appear low to 
the ultimate agricultural borrower— 
mean much higher rates to the latter. 
The Intermediate Credit bank is al- 


lowed to fix a discount rate with a 
spread of 1 per cent above the rate 
carried by its last debenture issue. Un- 
der the rules of the Farm Loan Board 
the bank, farm loan association or other 
financing institution making the orig- 
inal loan to the agricultural producer 
or marketer is now allowed to charge 
3 per cent above the discount rate. A 
5 per cent debenture, therefore, means 
a possible 9 per cent loan to the real 
borrower if the laws of the state where 
the loan is made permit such a rate. 


‘Usually the discount rate is fixed a 


little below the 1 per cent spread while 
all the financing companies do not 
charge the full 3 per cent allowed them. 


However, it is evident that a 5 per cent 
debenture means something like an 8 
per cent loan to the farmer and in 
many cases carries the loan rate above 
the legal rate allowed in the state and 
prevents the loan, however much it 
may be needed. 

The difference between the average 
interest rates under which the deben- 
tures have been sold and the Federal 
Reserve rediscount rates to which the 
obligations and loans of the banks will 
in some measure be tied is considerable, 
and the lower rates possible will natur- 
ally work in the direction of larger 
extension of credits to the agricultural 
borrower. Perhaps the greatest benefit 
to the Intermediate Credit banks and 
their clients will lie in the fact that a 
broader market for debentures and for 
the commercial paper they handle will 
afford a steady supply of funds at the 
lowest rates practicable, and the effects 
of the ups and downs and erratic move- 
ments of the money market generally 
will be reduced to a minimum. 

It is the claim of the Federal Farm 
Loan Board that the failure of so many 
commercial banks in the agricultural 
districts of the country has developed an 
increasing need for agricultural credits 
of the class the Intermediate Credit 
banks are able to furnish. Inasmuch as 
their business is confined to direct loans 
to agricultural cooperative associations 
or discounts for banks and agricultural 
finance companies, the development of 
such organizations is the great need of 
the moment. Under an Act which be- 
came a law early in March a revolving 
fund of $10,000,000 was appropriated 
for the purpose of assisting in the for- 
mation of local agricultural corpora- 
tions, live stock loan companies and the 
like. Under the new system of coopera- 
tion between the Federal Reserve and 
the Intermediate Credit banks the 
future of intermediate credits and the 
maximum usefulness of the Federal Re- 
serve to agriculture depend very largely 
upon the development of financial in- 
stitutions of this sort. 


BANKS AND CITIES 
Philadelphia 


(CONTINUED FROM PAGE 56) 
phia. About the same time the intro- 
duction of iron ships during the Civil 
War, and of iron bridges a few years 
later, increased the industries of the city 
and their need of financing. 

When the Centennial of the Declara- 
tion of Independence approached, Phil- 
adelphia took steps to secure the ex- 
position. At a meeting on February 22, 
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1873, banks, industries and citizens sub- 
scribed $1,784,000, and the next month 
the legislature voted $1,000,000. 

In February, 1876, Congress voted 
$1,500,000, but this had to be returned. 
The Centennial had 8,000,000 paid ad- 
missions and did much to start the up- 
turn from the panic of 1873. 

Among the then new banking institu- 
tions that aided in this financing were 
the Finance Company of Pennsylvania 
and the Northern Trust Company— 


both founded in 1871—and the Real | 
Estate Land Title and Trust, established | 
in the Centennial year. Also the South- | 
wark National Bank organized in 1825 | 
and the Manayunk National Bank or- | 
ganized in 1871—two units which, with 

the Quaker City National Bank organ- | 


ized in 1889, were later consolidated to 


form the present Commercial National | 


Bank. 


Market Street National, the German- 


town Trust, and the Industrial Trust. | 
The next two decades were character- | 


ized by conservative progress rather 
than surprising phenomena. Then 
came the strenuous rush of the World 
War. 


Now it is becoming manifest that | 
Philadelphia has entered upon a new | 


period. Several hundred million dollars 


have been invested in civic improve- | 
ments in the process of modernization. | 
Subways and other rapid transit—a | 


new airport—parkways and boulevards 


—harbor improvements. The new Dela- | 
ware bridge which is paying a profit of | 
about $2,000,000 a year, and other | 
bridges—a new water supply, and a new | 


sewage system. Parks—playgrounds— 
bathing beaches—libraries, museums 
and art galleries. The city during recent 
years has been transformed in the air 
as well, old buildings being demolished 
to make way for towering skyscrapers. 

And in all these developments Phila- 
delphia’s banks are taking a leading 
part today just as they have done at 
every period in the city’s history. 


1932’s Legacy of 
Domestic Debts 


(CONTINUED FROM PAGE 19) 
in 1932. In this case the increase is 
relatively small. The railroads have not 
greatly pyramided their capital struc- 
ture since the pre-war period; never- 
theless, their fixed capital charges have 
Proved to be an aggravating burden. 
The reason obviously lies in the fact 
that the gross business of the railroads 
has fallen with exceptional violence. 


From the 80’s date the Liberty Title 
and Trust, the Integrity Trust, the | 


ORIGINALLY CHARTERED, 1812 


THe PENNsyLVANIA ComPpaANy 


For INSURANCES ON LIVES AND GRANTING ANNUITIES 


SHORT TERM SECURITIES 
OTHER INVESTMENT SECURITIES 


TimE Loans Upon COLLATERAL 
COMMERCIAL PAPER 


Trust Accounts” 
MISCELLANEOUS ASSETS 
INTEREST ACCRUED 


ACCEPTANCES 


CAPITAL 

SURPLUS 

UNDIVIDED PROFITS 
RESERVED FOR CONTINGENCIES 
RESERVED FOR BUILDING 


INTEREST PAYABLE DEPOsITORS 


PERSONAL 
C. S. W. PACKARD, President 


DEMAND LoANs Upon COLLATERAL 


BANK BUILDINGS, VAULTS AND EQUIPMENT 
CusToMers’ LIABILITY FOR LETTERS OF CREDIT AND 


RESERVED FOR TAXES AND EXPENSES 
RESERVED FOR DIVIDEND JULY 1, 1932 
TREASURERS CHECKS AND CLEARING House Due BILLS... 


Member of Federal Reserve System 
PHILADELPHIA 


JUNE 30, 1932 


Resources 


CasH AND DEPOSIT WITH FEDERAL RESERVE BANK 

DUE FROM BANKS AND ITEMS IN PROCESS OF COLLECTION. . 
CLEARING House EXCHANGE...... 
U. S. GovERNMENT SECURITIES.... 


$13,915,989.72 
23,520,009.29 
2,660,039.63 
30,005,772.99 
13,445,352.61 
25,254,619.84 
73,551,612.12 
16,621,794.26 
18,232,600.31 


RESERVE FUND FOR THE PROTECTION OF “CASH BALANCES IN 


7,455,963.38 
2,276,735.44 
1,603,611.82 
4,021,364.36 


384,643.47 


"$232,950, 109.24 


Liabilities 


$8,400,000.00 
27,000,000.00 
1,118,351.72 
8,441,902.86 
781,366.13 
331,469.99 
630,000.00 
820,683.76 
391,587.58 
115,079.81 
384,643.47 
184,535,023.92 


$232,950, 109.24 


Trust Funds 


$869,380,493.80 


CorPORATE $1,844,452,623.50 


JAMES CHESTON, 3RD, Treasurer 


This is partly due to the depression as 
such, but in addition it is due to the 
fact that the railroad industry has 
ceased to be an industry of dynamic 
growth. 

Faced with the urgent necessity to 
meet fixed charges, the roads have been 
compelled to curtail expenditures in all 
directions. Normally the roads buy ma- 
terials and supplies to the amount of 
nearly $2,000,000,000, but at the cur- 
rent rate their buying has been slashed 
to probably less than a quarter of this 
amount. In spite of all forms of re- 
trenchment, the roads this year will 
probably fall short of earning their 
fixed charge by at least one-third of 


such charges. In the meantime, they 
are unable to refinance maturing obli- 
gations because the private capital 
market is demoralized. This has led to 
Government aid through the Recon- 
struction Finance Corporation, which 
in turn involves an added burden upon 
public credit and upon the taxpayer. 
The diversion of funds from other 
channels in order to help the railroads 
impairs the free flow of funds in those 
channels. 

The debt of public utilities has in- 
creased from $2,100,000,000 in 1913 to 
about $10,400,000,000 in 1932. This is 
a very sharp rate of increase, but at 
least a considerable part of it can be 
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FIERE RESTS £493,000 


WORTH OF REGRETS 


T happened this way. He was the 

comptroller of a large corpora- 
tion in New York City—a director 
of his local suburban bank—a fond 
father —he had the esteem of friends 
and business associates alike. To- 
day he is serving from three and a 
half to ten years for defrauding five 
banks and three brokerage houses 
of $493,000.00. 


Wall Street proved his Waterloo. 
Naturally interested in market move- 
ments, his interest led him gradually 
into heavy speculation. As the mar- 
ket went down so did he—deeper 
and deeper. Finally, desperate, he 
forged stock certificates of his own 
company which he used as collateral 
to bolster his personal brokerage 
accounts. 


Then, one day the axe fell. A check- 
up revealed that he had defrauded 
five banks and three brokerage 
houses out of $493,000. With the 


justified by the extraordinary growth 
of the public utility industry during the 
past 20 years. About two-thirds of the 
present public utility debt is the debt 
of operating companies, and about one- 
third is the debt of holding companies. 
The former has not yet given great 
trouble because the earning power of 
the industry has been maintained re- 
markably well during the depression. 
If rate structures were to be readjusted 
to the new general price level the debt 
of operating companies would, in many 
cases, be seriously affected. The primary 
source of disturbance in the utility field 
has been the debt of holding companies, 
and the earning power of these has 


money swallowed up in the greatest 
bear market of all times, the banks 
lost every penny. 

* * 
The stark reality of these facts de- 
mand eternal vigilance in granting 
every loan. Particularly in granting 
commercial loans, make sure that 
your borrowers are adequately cov- 
ered by Fidelity Bonds. You always 
insist that your borrowers carry fire 
insurance to safeguard their physical 
assets. Ask for the same protection 
against the possible peculations 
of their employees. Insist that your 
loans be protected against the frail- 
ties of human nature. For an em- 
ployee, as well as a fire, can wreck 
a firm. 


FIDELITY & DEPOSIT 
COMPANY OF MARYLAND 


Home Office: i) Fidelity and 
Baltimore Surety Bonds 
Representatives Burglary and Plate 
Everywhere Glass Insurance 
been subject to sharp declines. Numer- 
ous reorganizations and receiverships 
have already taken place. The accusa- 
tion can justly be made that holding 
companies over-financed and created 

an excessive debt structure. 

Farm mortgages have increased 
from slightly less than $5,000,000,000 
in 1913 to nearly $10,000,000,000 in 
1932. This doubling of farm mortgages 
apparently constitutes an over-expan- 
sion and has inflicted a distressing situ- 
ation upon agriculture. It is believed 
that at least one-quarter of the farm 
mortgages have defaulted on either in- 
terest or principal, or both. Farm prices 
have suffered a percentage decline much 


* * 
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| greater than that of the general list of 


commodities, and this violent decline 
has made it extremely difficult for the 
farmer to meet his fixed charges. The 
readjustment too is not yet completed. 

Urban real estate gives perhaps the 
most striking illustration of excessive 
financing. Urban mortgages and real 
estate bonds in 1913 may be estimated 
at about $8,800,000,000. Since that 
date they have increased to about $35,- 
600,000,000, and a substantial amount 
of the increase represented reckless 
speculative financing. At least a quar- 
ter of the real estate financing in lead- 
ing cities is believed already to have 
gone through some form of reorganiza- 
tion or receivership, and there are com- 
petent observers who believe that one- 
half of the outstanding indebtedness 
will have to be reorganized before the 
readjustment can be considered com- 
plete. In leading cities many of the 
bonds on new office buildings and hotels 
are selling at from 10 to 20 cents on 
the dollar. This widespread readjust- 
ment in urban realty finance has pro- 
foundly disturbed confidence in many 
financial quarters and has_ worked 
heavy losses upon great numbers of 
people who placed their savings in real 
estate. 


PUBLIC EXTRAVAGANCE 


THE debt of state, county and munici- 
pal governments has increased from 
about $3,800,000,000 in 1913 to about 
$19,700,000,000 in 1932. This is an- 
other illustration of excessive debt ex- 
pansion. In part the expansion can be 
accounted for by the rapid growth of 
highways, but a substantial part can 
only be attributed to extravagance in 
political expenditure. The service 
charges on this public debt of state and 
local units place a gruelling burden on 
the shoulders of the taxpayer while his 
income has been sharply reduced. 
Without going into further detail, we 
may draw certain conclusions from this 
review of the domestic debt structure of 
the United States. It is undoubtedly ex- 
cessive relative to any measure of cur- 
rent national income. It requires a scal- 
ing down by the painful process of pay- 
ing off, of reorganization or of receiver- 
ship. It gives rise to radical agitation 
for inflation of the currency. It under- 
mines confidence in many of the basic 
institutions of the country. Whenever 
a wave of incipient recovery starts, this 
debt burden blocks the recovery. The 
whole problem raises the suggestion 
that perhaps the soundest and the 
quickest way out of the depression is 
to expedite the scaling down of exces- 
sive capital structure and to get this 


™ 
A 
as | 
| Res 
fat 
upc 

tha 
can 
| sur 
the 
| bee 
| ord 
is 
| pre 
adj 
the 
con 
the 
su 
| ‘ 
by 
was 
anc 
Ste 
the 
mi 
ser 
the 
A 
tru 
co 
of 
ba 
la 
leg 
cle 
aut 
the 
pre 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1932 


surgical operation over with as rapidly 
as possible. In the meantime, if Federal 
Reserve policy can prevent further de- 
flation and establish a kind of plateau 
upon which the readjustment can take 
place, the surgical operation can be 
effected with the minimum injury to 
the patient. 

In all that has been said it is not 
intended to imply that debt, as such, 
is undesirable. Debt is simply a counter- 
part of credit, and credit has rightly 
been said to be the life-blood of trade. 
We have built up a capitalistic civil- 
ization which depends upon borrowed 
money for its effective functioning. And 
sound debts and credits will continue 
to be as useful an instrument in our 
economic system in the future as they 
have been in the past. But when the 
economic system is thrown out of 
equilibrium, an excessive capital struc- 
ture aggravates the disintegration, and 
that is the plight in which the Ameri- 
can economy finds itself today. It has 
survived similar stresses and strains in 
the past, although it probably has never 
been subjected to quite as severe an 
ordeal as it is now undergoing. There 
is a difference in degree between the 
present readjustment and ‘previous re- 
adjustments, but not much difference 
in kind. This consideration supports 
the hope that the readjustment will be 
completed again in due course and that 
the foundations will be laid for a re- 
sumption of healthful business activity. 


Books in Brief 


Paragraph Reviews 


“WHAT a Life Insurance Man 
Should Know About Trust Business’, 
by Gilbert T. Stephenson, A.M., L.L.B., 
was published recently by F. S. Crofts 
and Co., New York. Bankers know Mr. 
Stephenson well as vice-president of 
the Equitable Trust Company of Wil- 
mington, Delaware, and author of the 
series of articles now being published in 
the JOURNAL on new trust services for 
American industry. 

His new book tells the story of the 
trust business in short form. It is a 
compact yet comprehensive exposition 
of the services performed by trust 
companies and trust departments of 
banks. Written in simple, non-technical 
language, with a complete absence of 
legal terminology, the book offers a 
clear-cut picture of the trust business. 

Although the author, a recognized 
authority, explains that the purpose of 
the book is to give life insurance men 
practical information about trust busi- 


CITIZENS 


NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 


Statement of Condition 


at close of business, June 30, 1932 


RESOURCES 


Loans and Discounts 
Federal Reserve Bank Stock 


Stock in Commercial Fireproof Building Co.— 


Head Office Building . 


+ $63,647,738.60 
420,000.00 


383,825.00 


Bank Premises, Furniture and Fixtures, ond 


Safe Deposit Vaults (including Branches) 


1,578,864.92 


Customers’ Liability under Letters of Credit 


and Acceptances 


Redemption Fund with U. S. Treasuses . 


Other Resources 
CASH AND EXCHANGE 
U. S. Govt. Bonps and 
‘TREASURY CERTIFICATES 
County, MunIcIPAL 
and OTHER Bonps 


TOTAL ..... 


$20,765,977.07 
8,520,544.78 
11,785,032.37 41,071,554.22 


1,284,489.62 
37,500.00 
1,084,013.18 


$109,507,985.54 


LIABILITIES 


Capital Stock . 

Surplus ‘ 
Undivided Profits — 
Dividend Payable July 1, "1932. 


Reserved for Taxes, Interest, Etc. 


Discount Collected-——Unearned 
Circulation 


$5,000,000.00 
9,000,000.00 
1,908,130.01 
187,500.00 
192,925.94 
35,995.33 
750,000.00 


Letters of Credit and Liability as Acceptor or 


Endorser on Acceptances and Foreign Bills . 


Other Liabilities 
DEPOSITS . 
TOTAL . 


1,543,978.86 
33,521.11 
90,855,934.29 
$109,507,985.54 


The CITIZENS BANK has for more than forty-one years been a 
conservatively operated institution, serving the Los Angeles area, 
affording correspondents prompt and thorough co-operation. 


ness that may be helpful to them in 
their everyday work, he has accom- 
plished more than his purpose. He has 
filled a long-felt want by enabling any 
layman to make a complete survey of 
the fundamentals of the trust business 
quickly and understandingly. Bankers 
and business men generally will find 
the book helpful. 


“THE Banking Situation In The 
United States,” published by the Na- 
tional Industrial Conference Board, is 
a 156-page book which is at one and 
the same time a review of the various 
elements in our banking structure and 
an appraisal of the more important 
recent changes in banking activities. 


It presents the conclusions of mem- 
bers of the staff of the publishers sup- 
plemented by the experience and judg- 
ment of business executives. In the third 
of its four chapters, it summarizes the 
far-reaching changes in banking activi- 
ties superinduced by the concentration 
of business activities in hands free from 
dependence upon banks for credit, with 
resulting decreases in short-time, self- 
liquidating paper and the necessity for 
heavier purchases of fixed income 
securities by banks. It also deals with 
the effects of the sale of securities by 
bank affiliates on the flow of commer- 
cial paper; the influence of installment 
selling, real estate and agricultural 
problems upon banking profits. In its 
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WEST BY SHIP 
FIRST 


A complete rail-water tour, starting 
right from your own city! By rai 

to either coast. Thence by Grace 

e Line through Panama Canal to the 
opposite coast, making numerous 
ULL visits enroute in the beautiful 
Spanish Americas and Colombia 

(plus Havana, Eastbound). Then 

return home again by rail with 
optional stopovers at points of 
high-spot interest. No pass- 
ports. Sailings every other 


final pages, which are devoted to the 
future of banking, the book makes 
specific recommendations for regulation 
and unification of the existing banking 
structure. Accompanying the text are 52 
tables and 13 charts of useful banking 
data. 


“TRAITE Théorique et Pratique des 
Trusts en Droit Fiscal et en Droit In- 
ternational.” This interesting book by 
Dr. Pierre Lepaulle is published by 
Rousseau & Cie., Paris. The author is a 
leading consultant on French law, a 
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EAST BY SHIP 
S 


week from San Francisco, Los 
Angeles, New York. Consult your 
local travel or railway ticket agent 
or GRACE LINE, Panama Mail 
Route. New York: 10 Hanover 
Sq.; San Francisco: 2 Pine St.; 
Chicago: 230 N. Michigan Ave. 


frequent contributor to the Harvard, 
Yale and Columbia Law Reviews, and 
the holder of a doctor’s degree from 
Harvard. He was at one time a lecturer 
in the Harvard Law School. 

In this comprehensive work, he traces 
the aspects, origins, and nature of the 
trust; the different functions of the 
trust; trust classifications; their essen- 
tial elements and organisms; their cre- 
ation and termination; sanctions to 
the trust and the principles of inter- 
national private law applicable to 
trusts. Now that trusts are no longer 


Lepaulle’s 


| Finance” 


exclusively Anglo-Saxon but are assum. 
ing an international importance, Dry. 
summation of English, 
French and American laws of trusts and 
their conflicting theories of jurisdiction, 
qualification, and vested rights, con. 
stitutes a most welcome addition to the 
available data on the subject. 


“PRINCIPLES of Banking and 
by George W. Edwards 
(Ronald Press) is in line with the gen- 


| eral tendency to broaden the scope of 


the conventional courses in this sub. 
ject. 


Eventsand Information 


Within the Association 


(New Check Tax Regulations) 


(CONTINUED FROM PAGE 44) 


| government, in their official capacities, 


against public funds standing to their 
official credit and in furtherance of 


' duties imposed upon them by law, are 


not subject to the tax. 

If an instrument is not honored by 
the bank, banker, or trust company 
upon whom or which it is drawn, the 
tax does not attach. 


LIABILITY TO TAX 
SECTION 751 OF THE REVENUE ACT 
OF 1932 


(a) There is hereby imposed a 
tax of 2 cents upon each of the 
following instruments, * * * such 
tax to be paid by the maker or 
drawer. 


(b) Every person paying any of 


NEW STATE ASSOCIATION PRESIDENTS 


S. D. CLARKE 


R. Q. BAKER 


F. E. CALLISTER 


The Florida Bankers Association has elected Mr. Clarke, who is president of the Farmers and Merchants Bank, Monticello, 
Florida, as its president for the coming year. Mr. Baker, chairman of the board, Coshocton National Bank, Coshocton, Ohio, 
heads the Ohio association. Mr. Callister, vice-president, First National Bank, Albany, Oregon, heads the Oregon association 
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the instruments mentioned in sub- 
section (a) as drawee of such in- 
strument shall collect the amount 
of the tax imposed under such sub- 
section by charging such amount 
against any deposits to the credit 
of the maker or drawer of such 
instrument, and shall on or before 
the last day of each month make a 
return, under oath, for the preced- 
ing month, and pay such taxes to 
the collector of the district * * *. 
Every person required to collect 
any tax under this section is hereby 
indemnified against the claims and 
demands of any person for the 
amount of any payments made in 
accordance with the provisions of 
this section. 


Art. 37. Liability—Under the terms | 


of the Act the tax is payable by the 
maker or drawer of the instrument. 
Every person who pays the instrument 
as drawee shall collect the amount of 


the tax by charging the amount of the | 


tax against any deposits to the credit 
of the maker or drawer of the instru- 
ment. (See Art. 44.) 

Art. 38. Rate of tax.—The tax at- 
taches at the rate of 2 cents to every 
check, draft, or order for the payment 
of money, presented for payment and 
honored by a bank, banker, or trust 


company within the effective period of 


section 751. 

(Additional interpretations for the 
purpose of clarification will probably 
be issued by the Bureau of Internal 
Revenue when and if required.) 


Mid-Continent Trust 
Conference 


THE eighth mid-continent trust con- 
ference under the auspices of the Ameri- 
can Bankers Association will be held 
at Milwaukee, Wisconsin, November 17 
and 18. A banquet will be held in coa- 
nection with the conference the evening 
of November 17. The conference terri- 
tory embraces the states of Arkansas, 
Colorado, Illinois, Indiana, Iowa, 
Kansas, Kentucky, Michigan, Minne- 
sota, Missouri, Nebraska, North Da- 
kota, Ohio, Oklahoma, South Dakota, 
Texas and Wisconsin. The meeting will 
discuss the leading current problems 
which trust officers are being called 
upon to meet. 


Winning A.I.B. Publication 


ONE of the interesting features of the 
recent A.I.B. Convention in Los 
Angeles was the exhibit of the different 
chapter publications. More than 60 were 
on display, and first prize went 
unanimously to “Profit and Loss”, the 
quarterly of the Elizabeth, New Jersey, 
chapter. This publication is edited by 
John F. Hughes. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS 


LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1932 


Public Securities 


Other Securities 
Loans and Bills Purchased... 


Bank Buildings 


Stock of the Federal Reserve Bank 


Real Estate Bonds and Mortgages 
Items in Transit with Foreign Branches 
Credits Granted on Acceptances 


Accrued Interest and Accounts Receivable 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers.. $ 
U. S. Government Bonds and Certificates 


216,799,260.54 
320,459,586.90 
52,111,567.11 
7,800,000.00 
31,324,462.03 
551,164,825.46 
2,130,823.99 
3,650,091.05 
34,566,120.15 
14,441,013.72 
6,258,197.59 


1,240,705,948.54 


LIABILITIES 


Capital 
Surplus Fund 
Undivided Profits 


$ 90,000,000.00 
170,000,000.00 
10,495,732.91 


$ 270,495,732.91 


Accrued Interest, Miscellaneous Accounts 


Payable, Reserve for Taxes, ete......... 


Acceptances 
Foreign Bills 


Deposits 
Outstanding Checks 


Liability as Endorser on Acceptances and 


28,118,608.64 


7,204,073.12 
34,566,120.15 


96,722.00 


928,343,300.36 
1,240,705,948.54 


Behind the Bond News 
(CONTINUED FROM PAGE 5) 

of the Bank for International Settle- 
ments approved a resolution urging the 
prompt restoration of the gold standard 
throughout the world as the best means 
of stimulating a free flow of interna- 
tional trade. The governor of the Bank 
of England, Montagu Norman, acting 
as a member of the board of directors 
of the B. I. S., gave his approval to 
this resolution. 

Ever since the middle of last year 


American bankers have realized that 
the maturity this summer of two Ger- 
man issues—the $10,000,000 Saxon 
Public Works 5 per cent notes and the 
$25,000,000 Deutsche Bank 6s—pre- 
sents an unusually thorny problem. As 
the months passed, suspicion turned 
into certainty that it would be impos- 
sible to pay off the issues at maturity, 
and it became equally certain that if 
the maturities were not dealt with ex- 
pertly they would provide fresh un- 
settlement in the German situation. 
The idea first considered by German 
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THAT IS EASY 
TO LIQUIDATE 


Corporate Trust Shares 
comprise ownership interest 
in the listed common stocks 
of thirty outstanding Ameri- 
can corporations. At any 
time, these Shares may be 
converted directly, through 
the trustee, into the under- 
lying securities or into cash. 
In addition, 1500 banks and 
investment houses through- 


out the country maintain a 


ready market for Corporate 


Trust Shares. 


CORPORATE 


TRUST SHARES 
v 


This is a fixed investment trust sponsored 
by 
ADMINISTRATIVE AND RESEARCH 
CORPORATION 


120 Wall Street New York 


ORIGINAL 


NIGHT DEPOSITORY 


THE BANK VAULT INSPECTION CO. 
S SOUTH I8TH. STREET 
PHILADELPHIA, PA. 


A. B. A.-8-1932 
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| authorities was to redeem the issues in 
| marks paid into the Reichsbank, against 
| which certificates of interest would be 
| issued to security holders. The danger 
inherent in this scheme was that it 
would possibly cause a bootleg market 
in marks to spring up, with the marks 
selling at a discount comparable to 
the depreciation of the matured obliga- 
tions. Thus the Reichsbank would lose 
control of the quotation for mark ex- 
change, and the currency would per- 
haps be endangered. 

Creditor and debtor, however, have 
worked out a different sort of plan for 
the Saxon Public Works issue, involv- 
ing an exchange of the maturing securi- 
ties for new dollar obligations and cer- 
tain concessions to the holders, such as 
a small down-payment in dollars, an 
increase in the interest rate, and a 
closer restriction on the contraction of 
further indebtedness by the debtor. The 
plan has several points of superiority 
over the original scheme, and one hopes 
| that it is acceptable to security holders, 
| as it would supply a valuable prec- 
| edent for future maturities. 


HELP FOR THE CARRIER 


| IN THE domestic bond field there is 
also a new plan. It is designed to help 
the railroads by a new kind of Re- 
construction Finance Corporation aid 
whereby the Corporation would ad- 
vance funds to the carriers for use in 
buying up some of their bonds at the 
receivership prices that have been pre- 
vailing for months, and bonds so pur- 
chased would be held by the railroads 
until the bond market recaptured more 
of its old vigor. 
The project has the signal merit of 
providing a painless means for cutting 
down the fixed charges of the carriers. 
' Numerous railroad bonds have been 
on offer in the open market at less than 
50 cents on the dollar. If two of these 

| bonds are bought in now at, say, $1,000 
and later one of the bonds is retired 
and the other marketed at the price 
which the two had cost, then it is ob- 
vious that the carrier has cut in half 
the service charges on these particular 
obligations. Another idea is for the 
road later to sell both bonds, in which 
case its working capital would be vastly 
improved at no increase in fixed 
charges. 

The plan is opposed in some quarters 
because it is considered too paternalis- 
tic, for it is held that if possible the 
roads should strive to become less, 
rather than more, indebted to Recon- 
struction Finance. The reply to this 
objection is that the proposed assistance 
differs in degree rather than kind to 


that already being rendered. If the plan 
works out successfully, the carriers may 
be able the quicker to free themselves 
from the Government’s paternal care, 
as their charges would be reduced. 

Moreover, it is time to realize the 
fact that relief measures can be effec- 
tive only if they are freely and quickly 
performed. From the experience of the 
last year it should be manifest that the 
best way to make a relief loan bad is 
to exercise too great care in keeping it 
good. In the second phase of the de- 
pression, which dates from last May, 
we have seen lenders try to restore con- 
fidence with loans that were obviously 
inadequate. The advances to Austria, 
Hungary and Germany all were far 
too small to set at rest the fears of the 
nervous; even the August 1 loan grant- 
ed to the Bank of England by the 
Federal Reserve and the Bank of 
France was trifling in size as compared 
with sterling’s liabilities. It is realized 
on all sides now that it would have 
been better if the loans had not been 
made at all. In putting out a fire it 
has never been found advisable to con- 
serve water, and so it is with Recon- 
struction Finance. By setting out to 
help the railroads with a liberal hand, 
it should logically find that the amount 
of assistance it has to render is reduced 
instead of increased. 


ANOTHER OBJECTION 


THE point is also raised that if Re- 
construction Finance should let it be 
known that it was advancing money to 
the railroads to buy their own bonds, 
offerings would be withdrawn and 
prices would rise so rapidly that the 
plan would not achieve its objectives. 
This is indeed a strange objection to 
raise. If rail bond prices could be 
brought back to more seemly levels the 
balance sheet of every bondholding. 
company in the land would be more 
presentable, credit would be freer and 
a genuine start would be made toward 
rehabilitation. 

No word has come as to whether the 
Reconstruction Finance Corporation 
and the Interstate Commerce Commis- 
sion look with favor on the plan. The 
available evidence seems to indicate 
that they prefer the method now being 
employed by the St. Louis-San Fran- 
cisco of a friendly readjustment of the 
capital structure and a lowering of 
fixed charges without the strongarm 
tactics which a _ receivership would 
authorize. Security-holders are being 
asked to exchange their old securities 
for new and to forego interest in cash 
until better business puts the road back 
on its feet again. 
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Canada’s Status As 
a Debtor 


(CONTINUED FROM PAGE 39) | 


treasury. A remedy for this situation, 
either through reduced capitalization 
and better management, or transfer of 
control to the Canadian Pacific Rail- 
way, or gradual development of more 
traffic, is one of the urgent present 
problems of the government, and some 
absorption of debt and debt charges is | 
inevitable. 

The Provinces of Canada are con- 
fined to direct taxation, though they 
have also a large revenue from public 
lands and forests under their control. 
They have levied mainly on estates, 
corporations, motor vehicles and gaso- 
line, and some have also taxed prop- 
erty and incomes, while government 
sale of liquor has been a fruitful monop- 
oly in recent years. Provincial debts 
have grown from less than $200,000,- 
000 before the war period to over $1,- 


000,000,000 at present, through high- 
way construction and other ambitious 
programs of public works. 


PROVINCES-MUNICIPALITIES 


THE three maritime provinces, Nova 
Scotia, New Brunswick and Prince 
Edward Island, showing little growth 
in population, have been conservative 
in their works and financing, though at 
times revenue deficits have been per- 
mitted to add to their debts. The large 
central provinces, Ontario and Quebec, 
have accumulated debt rapidly in re- 
cent years, the former having large 
loans and guarantees to the Hydro- 
electric Power Commission which con- 


trols practically all the power in the | 
province. The three prairie provinces— | 
Manitoba, Saskatchewan and Alberta— | 


depend chiefly on agriculture, while 
British Columbia, on the Pacific coast, 
is made up chiefly of mining, lumber- 
ing and trading cities and towns. These 
four western provinces have been hard 
hit by the depression, and have to some 
extent leaned on the Dominion for as- 
sistance in meeting their obligations, 
but the prospects for an excellent crop 
this year are promising for the prairies 
at least. 

The municipalities raise their revenue 
from taxes on property and incomes 
chiefly. Their debts, incurred for the 
usual municipal improvements such as 
roads and sidewalks, schools, fire pro- 
tection, waterworks, and sewers, have 
increased rapidly to about $1,300,000,- 
000 at present. Municipalities are 


IN 


READING 


GREA 
STATES 


Associated Gas and Electric properties 
are grouped for efficient operation. The 


largest groupings are in New York, Pennsylvania, 
and New Jersey, where the proximity of properties 
to one another results in unusual opportunities to effect 
economies. Associated operating companies in other 
states are also grouped for efficient management. To 
these advantages there is added the factor of stability 
of revenues from service to many industries in varied 


geographical areas. 


The Associated Gas & Electric System is one of the 
five oldest utility groups in the United States. Service 
has grown from 8,000 customers in 1906 to1,437,653 
at the beginning of 1932. 


To invest, or for information, write 


Associated Gas & Electric System 


61 BROADWAY 


° NEW YORK 


formed and operated under provincial 
authority and are subject to such limi- 
tations of assessment, debts and tax 
rates as the province may enforce. In 
the maritimes the municipalities have 
been practically free of serious financial 
trouble, but in each of the other pro- 
vinces there have been one or more 
defaults, and special departments for 
the regulation of municipal affairs, and 
adjustment of difficulties, have been 
set up. 

Conditions and problems in munici- 
palities naturally vary from place to 
place. At certain points there has been 
an evident desire, when debts proved 


burdensome, to avoid payment, and 
in such cases the provincial authorities 
have helped to enforce collection. In 
the main, however, the difficulties in 
Canada have resulted from over-expan- 
sion in municipal works and debts, 
based often on an unstable industry, 
and in some cases on mere real estate 
booms. Just after the war there were 
a number of defaults, by villages and 
towns up to a few thousand in popula- 
tion, nearly all in the west, but these 
were mostly cleared up with little loss 
to bond-holders. The present difficul- 
ties are rather more widespread. Quebec 
Province has had only a few municipal 
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cover mailing) 
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BURLINGTON VENETIAN BLIND COMPANY 
510 Pine Street, Burlington, Vermont 
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SERVING PHILADELPHIA FOR OVER 66 YEARS 


troubles in its history, one of the recent 
being in the mining town of Rouyn. In 
Ontario the worst situation appears to 
be in the group of “‘border” municipali- 
ties opposite Detroit, which grew up 
chiefly around the automobile industry 
and allied industries; the leading city, 
Windsor, still meets its interest, though 
some of the others are in default, and a 
committee representing the government 
and leading bondholders is now in 
charge. In the west, some of the suburbs 
of Winnipeg, also many municipalities 
in the “dry” belt of southern Saskatch- 
ewan are in trouble, while there are 
also local difficulties in the provinces 


of Alberta and British Columbia. 

From past experience, a municipal 
default in Canada means one of two 
things. Either the payments are fully 
met after a temporary delay, which of 
course is quite satisfactory to the bond- 
holder; or else an adjustment is made, 
by agreement with a majority of the 
bondholders, deferring sinking fund 
charges and possibly deferring or re- 
ducing interest as well, so that the in- 
vestor may escape easily enough. Even 
at the present time there are scarcely 
half a dozen municipalities in the 
Canadian provinces, all of them small, 
where the outlook as regards ultimate 


payment of the debt seems hopeless, 

In addition to the provincial authori- 
ties, an active part in the adjustment 
of municipal difficulties is being taken 
by the Dominion Mortgage and Invest. 
ments Association, which comprises 
nearly all the important life insurance, 
trust and loan companies which are 
heavily interested in Canadian munici- 
pal securities, and by the Investment 
Bankers’ Association of Canada, both 
of which are instrumental in the forma- 
tion of committees to represent the in- 
vestors concerned. 


Today’s Methods in 
Selling Trusts 


(CONTINUED FROM PAGE 18) 


| trust service, such as life insurance 
| trusts or living trusts. Or it may out- 
| line all of the fiduciary services offered 


by the institution. After a person has 
asked for this booklet, he is considered 
an A No. 1 prospect. A personal letter 
goes with the booklet, and in many 
cases it is delivered personally to the 
prospect by a solicitor or officer of the 
bank or trust company. In general, the 
new business department, if there is one, 
follows up by personal calls the in- 
quiries produced. 

The number of potential clients for 
trust facilities is automatically limited 
by the very nature of that service. To 
be a good trust prospect, a man or 
woman must have more property than 
is usually considered necessary for a 
savings or checking account; and so far 
as worthwhile prospects are concerned, 
it seems to be generally agreed that 


' trust service offers the strongest in- 


ducements for obtaining new business 
for the simple reason that most indi- 
viduals of any standing already have 


| commercial banking relationships. In 


order to obtain commercial business 
from one of these prospects a bank has 
to induce him to -transfer his account 
from another institution, but usually 
this is not true in the case of trust 
business. It is new or created business. 


INSIDE COOPERATION 


BEFORE starting a trust campaign, a 
bank should be sure that its inside ser- 
vice is all right, and that there is inside 
cooperation which means that all officers 
in every department will be informed 
definitely as to the specific things the 
trust department does and can do, and 
that they will give whole-hearted co- 
operation in obtaining whatever trust 
business they can from present cus- 
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tomers on the books. Some of the larger 
banks conduct schools for trust sales- 
manship, notably the Central Hanover 
Bank and Trust Company of New 
York, which has had excellent results 
from its advertising and solicitation of 
trust business in the last few years. 

Now, just a word or two about the 
matter of results from trust promotional 
efforts. A large trust company in New 
York a year or two ago—for the first 
time in its long history—decided to 
establish a new business department, 
largely for the purpose of obtaining 
wills and trusts by personal solicitation. 
An aggressive advertising campaign was 
part of the plan. Until recently it had 
in its employ more than a dozen men 
who devoted their full time to solicita- 
tion, and in one year the new business 
(including wills and life insurance trusts 
as potential business which will come 
to them in an average of 15 years) was 
$200,000,000—more than they had ever 
obtained before in the same length of 
time. And a new trust company in New 
York obtained about $10,000,000 in 
trust business in less than a year, largely 
as a result of direct mail advertising. 

For a bank in a city of 125,000 popu- 
lation, to cite another example, a per- 
sonal solicitor obtained $14,000,000 in 
present and potential business in one 
year. In one month this bank obtained 
30 wills of testators conservatively esti- 
mated to be worth $3,000,000. Adver- 
tising backed up by personal solicitation 
did this. For a trust company in a city 
of 280,000 a young lawyer who com- 
bines sales ability with legal and trust 
knowledge obtained 270 pieces of trust 
business aggregating $23,000,000 in po- 
tential amount. 


CONVENTION 


Sept. 


CALENDAR 


2- 3 Wyoming Bankers Asso- 
ciation, Rawlins, Wyoming 
Maine Savings Banks As- 
sociation, Rangeley Lakes, 

Delaware Bankers Associ- 
ation, Rehoboth, Delaware 
Massachusetts Savings 
Banks Association, Swamp- 
scott, Mass. 

Savings Banks Association 
of New York, Rye, New 
York 


AMERICAN BANKERS ASSOCIA- 
TION MEETINGS 


(Make your plans now to attend both of 
the Los Angeles meetings.) 


Sept. 29-Oct. 1 Tenth Regional 
Trust Conference 
Los Angeles, Cal. 
A.B.A. Convention 
Los Angeles, Cal. 
Eighth Mid-Conti- 
nent Trust Confer- 
ence, Milwaukee, 
Wis. 


Sept. 7- 8 


Sept. 8 


Sept. 15-17 


Sept. 21-23 


Oct. 
Nov. 


3- 7 
17-18 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC NotTEs 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Morors 
ACCEPTANCE CORPORATION 


OFFICES 
Executive Office -- 


IN 


CAPITAL AND SURPLUS 


PRINCIPAL 
BroaDWay at 57TH STREET ~ 


CITIES 
New York City 


SEVENTY MILLION DOLLARS 


Pension Trusts 
(CONTINUED FROM PAGE 37) 
during years of prosperity and is set 
aside in trust, it will be there for the 
employees during depression periods. 

The administration of trusts, further- 
more, is a specialty the same as the 
manufacture of electrical appliances or 
automobiles. Because a company is a 
successful manufacturer or merchant or 
miner or transporter is no sign that it is 
a successful administrator of trust funds 
or that it can invest funds wisely out- 
side its own business. So, by trusteeing 
its pension funds, it calls upon the trust 
institution for the more specialized du- 
ties of administration for which the lat- 
ter is better qualified. 

The Federal-Government is encourag- 
ing the establishment of pension trusts 
by providing that current contributions 
by the company to the trust are deducti- 
ble for Federal income tax purposes. 
Furthermore, the Government is allow- 
ing the companies to deduct by install- 
ments pension funds already in existence 
and transferred to a trustee. For ex- 
ample, a company has accumulated a 
pension fund of $1,000,000 which it has 
been carrying as one of its reserves. The 
company decides to create a pension 
trust and put in the $1,000,000 already 
accumulated and thereafter add to it 
$100,000 a year. The Federal Govern- 
ment would allow the company to de- 
duct from its income for the taxable 
year (1) the contribution of $100,000 
a year to the pension trust and (2) one- 
tenth, or $100,000 a year for ten years, 
of the $1,000,000 accumulated in pre- 
vious years. This would give the com- 


Convenience 


| 


The new 30-story Girard Trust 
Company Building is located in 
the center of Philadelphia’s 
business and financial district. It 
is convenientto City Hall, hotels, 
stores, theatres, transportation 
facilitiesand adjoinsthe banking 
house of the Trust Company. 
Attractive office suites are still available 


Rental Office Room 1500 
Telephone— Rittenhouse 2342 


GIRARD TRUST 


COMPANY 


BUILDING 


1400 SO. PENN SQUARE 


pany an annual deduction of $200,000 
a year for the first ten years and there- 
after an annual deduction of $100,000 
for the addition to the pension trust. 


| 
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The (\nvestment shat will yield 
IMMEDIATE DIVIDENDS 
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YOU could call a meeting in your 

bank of bankers from all sections of the 
country you would have a picture of con- 
ditions that could not fail to help you in 
your decisions. You would evaluate such 
a meeting in no small figures. 


This meeting cannot come to you but 
you can go to such a meeting by attending 
the Convention in Los Angeles, October 
3rd to 7th. 


No more important Convention has 
ever been held by the American Bankers 
Association. 


1. What will November 8th mean to 
banking? 


2. What Federal legislative changes are 
in store? 


3. What significance does the R. F. C. 
hold for the future of American banking? 


4, What attitude should banks take re- 
garding various banking activities of the 
Federal Government? 


5. What about Operating Costs, Public 
Relations, Profits, Investments, Taxation, 


THE JOURNAL this month devotes its advertis- 
ing page to the A. B. A. Convention believing that 
every member bank should be represented at Los 
Angeles. The business of the country needs this 
evidence of banking confidence. 


The Journal Staff 


War Debts, Foreign Bonds and all those 
questions on which Bankers must be well 
informed in order to be successful? 


In Convention assembled, and in infor- 
mal groups, you will have the oppor- 
tunity to hear the opinions of important 
bankers upon these subjects and a hun- 
dred others. The expense of the trip is 
an investment which cannot help but yield 
immediate dividends. 


You have been working hard these past 
months. The Los Angeles trip offers you 
a change and the privilege of talking with 
your friends. 


If you must make a last minute de- 
cision, take a plane. If you want rest and 
relaxation you can go one way by water 
and one way by rail or air. All sorts of 
Convention trips are offered by the trans- 
portation companies and rates were never 
so low. You can take the family for what 
your own fare cost you five years ago. 


Read the article on page 42 for full 
details on how to travel—and mark your 
calendar now “Los Angeles, October 3-7”. 


“AMERICAN BANKERS 


Association 


JOURNAL 
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Trade Acceptances 
Simplify Current 
Credit Problems 


(CONTINUED FROM PAGE 21) 


turnover and speeded up collections. He 
declared that the banker held the key 
position in the whcle system, and 
that the right kind of cooperation by 
the banks would result in a broad exten- 
sion of the use of trade acceptances and 
a consequent improvement in credits. 

In a recent statement for the New 
York Credit Men’s Association, A. W. 
Robertson, the chairman of the board of 
Westinghouse Electric and Manufactur- 
ing Company, gave unqualified indorse- 
ment to the trade acceptance. Quoting 
him, “the supply of available credit can 
quickly be increased by the general use 
of trade acceptances in ordinary pro- 


ductive, commercial transactions. If we | 


pay our current bills for goods pur- 
chased for resale or materials bought 
for manufacture by accepting 90-day 
drafts, we shall increase credit and start 
prices up. These acceptances can be dis- 
counted at commercial banks or sold 
through proper channels to a Federal 
Reserve bank. In a Reserve bank this 
paper becomes proper backing for Fed- 
eral Reserve notes. This is as it should 
be. Money is only a medium by which 
goods and services can be exchanged for 
goods and services. If we use acceptances 
to make the exchanges, the acceptance 
paper becomes actual money, if needed, 
through the operations of the Reserve 
banks. Thus business has at hand the 
means of financing itself, and starting 
its wheels and its wages going again.” 


ACTUAL APPLICATION 


LEWIS E. PIERSON, chairman of the 
board of the Irving Trust Company in 
New York, and the first chairman of the 
American Acceptance Council, was thus 
quoted in the New York Sun: “The 
general use of trade acceptances would 
create a greatly increased volume of 
eligible paper based upon commercial 
transactions. It would permit banks on 
two-name self-liquidating paper to ex- 
tend credit in many places where they 
naturally hesitate to do so on single- 
name paper, due to weakened financial 
statements.” 

This summarizes the situation admi- 
tably for prominent advocates of the 
trade acceptance system. Its actual ap- 
plication to current credit problems is 
simply that the small business concern 
which may be struggling financially in 
telation to past performances can thus 
be aided in its current operations. 


Title Safety and LIQUIDITY 
for Your Mortgage Investments 


Governmental lending agencies, bankers and insurance companies 
generally prefer to purchase real estate securities protected by 
title insurance. 

Our Mortgagee Title Insurance Policies insure a marketable 
title in the mortgagor, validity of mortgage and assignment, and 
protection against mechanic’s liens or other defects. 

We insure titles to real estate located anywhere in the United 
States. May we send you detailed information? 


NEW YORK TITLE 
AND MORTGAGE COMPANY 


135 Broadway, New York 
A Unit of The Manhattan Company 


Your Directors and the New JOURNAL 


Better informed bank directors mean better banking and better banking profits. 
One of the major objectives of the new JourNAL is to give members of your board 
facts and ideas that will increase their value to your bank. Our Group Subscription 
Plan allows you to supply them with the JourNat at small cost, including free copies 
of “Bank Directors, Their Legal and Moral Responsibilities”. Ask for particulars. 
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A Tribute to the A. I. B. 


Educational Director Is U. S. Delegate to the 
International Conference on Commercial Education 


to the high standing of the Ameri- 

can Institute of Banking in pro- 
gressive educational circles than the re- 
cent selection by President Hoover of 
Dr. Harold Stonier, its educational 
director, as one of the twelve United 
States delegates to the International 
Congress on Commercial Education in 
London now in session. 

Dr. Stonier became Educational Di- 
rector of the Institute in January, 1927, 
coming from the University of 
Southern California, where he had or- 
ganized the School of Commerce and 
its Extension Division. While on the 
Pacific Coast, Dr. Stonier also took an 
active and leading part in the fast- 
growing advertising activities of the 
section, having served as president both 
of the Los Angeles Advertising Club 
and the Pacific Coast Advertising 
Clubs Association. Dr. Stonier is a 
graduate of the University of Southern 
California and also took graduate work 
at the University of Southern Cali- 
fornia and Columbia. His reputation as 
a public speaker is too well known 
among bankers to require comment in 
the Journal. 

At the time this is written, it is ex- 
pected that delegates from 38 coun- 
tries, including all those outstanding in 
the field of commerce and education, 
will attend the opening session of the 
Congress on July 27, when Dr. Stonier 
will deliver his address on “The Train- 
ing of Responsible Business Execu- 
tives”. Dr. Stonier says: 


N: FINER tribute could be paid 


COOPERATIVE TRAINING 


“AMERICAN banking has a most 
comprehensive system of cooperative 
training. The program is carried on un- 
der the auspices of the American In- 
stitute of Banking, which is a section 
of the American Bankers Association. 
The Institute has been in existence for 
a third of a century and has 65,000 
members. In the past its training pro- 
gram has dealt very largely with the 
problems arising in connection with the 
technical operations of the banking 
business, and as a result it has de- 
veloped technical clerical ability of a 
high order in bank employees. Courses 
in law have been offered with the idea 
of giving the bank clerks an under- 
standing of the legal transactions han- 
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dled from day to day. Early in the 
program of the Institute there was de- 
veloped a course in Banking Funda- 
mentals which concerned itself with 
bank routine. Only within the past five 
or six years, however, has any great 
emphasis been placed on the subject 
of bank administration and has the 
Institute seriously endeavored to reach 
the officer group in our banks by offer- 
ing courses in credits, investments, 
trust functions, and bank management. 

“Aside from its formal courses in the 
classroom, the Institute has a most 
effective means of developing executive 
ability. Approximately 5,000 bankers 
each year are given an opportunity to 
do administrative work in the conduct 
of the Institute as a national organiza- 
tion. The Institute has 1,500 instruc- 
tors and hundreds of classrooms. 
Throughout the organization an aca- 
demic spirit is maintained. To conduct 
successfully its 231 branches or chap- 
ters which are located in the larger 
cities and towns of the United States, 
funds must be raised, budgets built, 
and debate, public speaking, forum, 
lecture, and social activities carried on. 
In the entire organization of 65,000 
people there are not over 20 full-time 
paid executives. The success of the In- 
stitute has been due in large measure 
to the administrative ability of am- 
bitious young bankers. 

“Training for technical administra- 


tion as distinguished from education, 7 
if that distinction is permissible, should © 
be the concern of business. If business, = 
through individual units or trade asso- 7 
ciations, cannot conceive and carry on ~ 
a program of training for its adult em- — 
ployees, it fails in one of its major ob- 
ligations to its own welfare. The duty — 
to finance such training is the obliga- ~ 
tion of business; it is not the responsi- 7 
bility of the tax supported institution * 
or of institutions existing on private 
endowment.” 

In the six years during which Dr. 
Stonier has been its Educational Di- 
rector, the growth of the American In- 
stitute of Banking has been phenomenal. 
Depression conditions have but served 
to stimulate the interest of junior- 
bankers in the problems confronting 
their institutions and their determina- 
tion to increase their usefulness both 
now and in years to come. 


CLASSWORK 


THE class work of the New York 
Chapter, for instance, during the school 
year just ended was under the guid- 
ance of an educational staff of 90 
teachers, including specialists in money 
and banking, trust functions, public 
speaking, wills, real estate and mort- 
gages, economics, law, brokerage, for- 
eign exchange, savings and bank ad- 
ministration, financial statement anal- 
ysis, business statistics, accounting, 
corporation finance, psychology, En- 
glish and investment trusts. 

The student body now exceeds 40,- 
000—a larger group than the combined 
enrollment at Yale, Harvard, Prince- 
ton and Cornell, and the thoroughly 
national, non-sectional scope of its 
work is indicated by the fact that its 
activities are being conducted in 330 
cities and banking centers in practically 
every state in the Union, under the 
guidance of 5,000 bank officers and a 
great corps of competent teachers in 
bank management, law, investments, 
credits, trust work, etc., etc. 

The bankers of tomorrow are being 
trained under the auspices of the 
American Institute of Banking, under 
conditions of unusual complexity to 
meet fully all that the most exacting 
public needs of the future can demand. 
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